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UTUALS 


are general fire insurance carriers 


The power that lies in group action 
occupies a prominent place today in the 
minds of business men. It has had a 
prominent and essential place in the 
mutual plan of insurance for over a 


hundred and eighty years. 


MUTUAL FIRE PREVENTION BUREAU 

230 East Ohio St. te: Chicago, Ill. 

A service organization maintained by the 
Mill Mutuals. 
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To be Sure that You Are Insured, Insure 
with the Associated Lumber Mutuals. 


* + # 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific — 


Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. o 
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Atlantic Mutual Recognizes 
and pays commissions to Brokers 





MARINE INSURANCE 
FOR OVER 90 YEARS 


—o——— @ Ie: 


Ocean 
Inland 
Yacht 


Transportation 











AT IC MUTUAL accepts business from brokers 


and pays commissions in the same manner as other 
Companies. 


Atlantic Mutual is strong financially and writes a non- 
assessable profit sharing policy, at the usual market rates. 


Present cash dividend 15%. 


This Company is the largest mutual marine and trans- 
portation insurance Company in the World, and is over 


90 years old. 


Atlantic Mutual Insurance Co. 


Chartered 1842 


175 West Jackson Blvd., Chicago, Ill. 
Home Office: 49-51 Wall Street (Atlantic Bldg.) New York 
BRANCHES 


BOSTON CLEVELAND 


PHILADELPHIA BALTIMORE 
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DIVIDENDS 


HE interesting thing about dividends 

is that they have to be earned. Divi- 
dends are end results. What goes on to 
make them possible is more important 
from a management viewpoint. 


For 1932, over $12,000,000.00 in 
dividends to policyholders was paid by 
the companies comprising the National 
Association of Mutual Casualty Com- 


panies, of which this Company is a mem- 
ber. No inconsiderable accomplishment 
for the year 1932! 


What exactly made these dividends 
possible? Well, several things. Economy 
in acquisition and operating costs. Low 
loss ratios due to selection of good 
normal risks, and an organized individ- 
ual company effort to make these risks 
better. The co-operation of policyhold- 
ers in avoiding accidents. Sound invest- 
ment structures. Good management at the 
top — good captains all down the line. 


Of such elements are dividends bred. 
xe * 


DIVIDENDS AT STEVENS POINT 


Since 1914, over $6,000,000.00 in dividends have 
been returned to policyholders. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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C. F. ARMSTRONG 


Commissioner of Insurance 
State of Pennsylvania 


ComMISSIONER ARMSTRONG was appointed in 1931 and has administered the vast 
volume of insurance affairs in Pennsylvania with well ordered efficiency. His decisions have 
been fair and thoughtfully considered, a result of his earlier training in business and public 
life. In wider circles he is a member of a number of important committees of the National 
Convention of Insurance Commissioners, including those having to do with fire coverage, 
compensation, and valuation of securities. 
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About the Insurance World 
Brief Review of What Is In the Magazines and In the Mail 


Which Comes to 


Why Fire Losses THE Safety 


Go Down Council Section of 
the National Fire 
Protection Association has called 


attention to the fact that in Roanoke, 
Virginia, the Chamber of Commerce 
attempts to see that the lessons of 
every fire are applied to the preven- 
tion of others. This is done by send- 
ing a letter to every person who has 
had a fire, requesting that he call the 
attention of his neighbors to the pro- 
posed cause of the fire and ask them 
to make a very careful examination 
of their premises to see that all haz- 
ards are removed or corrected. Chief 
Mullins of the Roanoke Fire Depart- 
ment reports a marked downward 
trend of the number of fire calls 
since this plan was begun a few 
years ago. 

A checkup on the efficiency of the 
fire department through letters to 
property owners who have had a fire 
is attempted in Tacoma, Washington. 
There the fire prevention committee 
sends the following form letter to all 
persons who have needed the services 
of the fire Department, with the re- 
sult that fire prevention becomes a 
favorite topic of conversation in var- 
ious neighborhoods which have seen, 
first hand the loss and inconvenience 
a fire can cause. 

“The Tacoma Fire Department recently 
had a call for aid in extinguishing a fire 
on your property, and as: the efficiency of 
the fire department is reflected in low in- 
surance rates, we are requesting you to 
write a letter to our committee, advising 
us if, in your opinion, the fire department 
was prompt in their response and if every- 
thing possible was done to prevent prop- 


the Editor’s Desk 


erty loss after they arrived at the scene 
of the fire. If you have a complimentary 
report to make we will be pleased to re- 
ceive it; on the other hand, if you have any 
criticism to make, the report will be 
equally valuable and we will appreciate 
your forwarding us the details.” 


Rural Losses 
Higher Than 
Those in Cities 


AN analysis 
made by the Con- 
tinental Insurance 
Company dis- 
closes that fire losses per capita in 
rural centers and small towns ex- 
ceeded city losses by 79% during 
1932. Of the total reported national 
loss, amounting to nearly $407,000- 
000, localities with less than 20,000 
population accounted for almost 
$293,000,000. The per capita loss in 
the rural places was $3.98, as against 
$2.22 for larger communities which 
reported total losses of about $114,- 
000,000. Cities of 100,000 or over 
with the lowest per capita loss were 
headed by Long Beach, California, 
where the loss was only 43c per per- 
son; Jersey City, 53c; Richmond, 
Virginia, 65c; Grand Rapids, 67c and 
Washington, D. C., 72c, compared to 
the highest loss ratio of $5.27 per per- 
son. While the nation as a whole had 
a per capita loss average of $3.26, 
seventeen cities exceeded this average 
and 13 cities held their losses to less 
than $1.00 per person. 


Fire insurance men have long real- 
ized that the high rate of loss in vil- 
lages and in the country was due to 
lack of adequate fire fighting facili- 
ties and to the absence of regulations 
governing buildings and maintenance. 
The fact, however, that some of the 
nations foremost cities suffered per 


capita losses greater than the rural 
average shows that laxity in fire pre- 
vention regulations can quickly offset 
the advantage of efficient equipment. 


THE Curtiss 
Wright Condor 
Plane in which 
Admiral Byrd intends to fly over the 
South Pole has been fully insured, 
the coverage to be effected from the 
time of leaving the United States 
until return. 


It is believed that a risk of this type 
has never been insured before and the 
coverage has been written entirely in 
American companies. 

The Curtiss Wright Condor is a 
biplane weighing approximately eight 
tons. It has two motors and will fly 
on one or both. It is believed to be the 
last word in a plane of this type and is 
equipped with all of the latest devices 
for navigation. It has two thirty foot 
combination pontoons and skis, which 
will make it possible to alight on 
water, ice, snow or land and give it 
the adaptability necessary to meet 
Antarctic conditions. It is from the 
Condor that the Admiral will broad- 
cast information as to his experiences 
in the Antarctic. 


Insure Byrd's 
Plane 


INSPECTION of 
the Century of Prog- 
ress buildings at Chi- 
cago has _ recently 
been made for the purpose of deter- 
mining procedure for the continuance 
of the insurance by the pool agree- 
ment which expires December 31st. 


Insurance on 
World's Fair 
Buildings 


The values were written on a de- 
creasing value form so regulative as 
to bring the amount of the coverage 
down to salvage value at the time of 
the close of the fair. This amount 
dropped to 20% on November Ist 
and to 5% on December Ist. 


When the legislature approves the 
amendment to the charter which will 
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extend the fair through next summer 
the buildings will automatically be- 
come progressively valuable. A new 
pool is in process of formation to 
take over this business. 


Ohio Millers THE Central Manu- 
Consolidated facturers’ Mutual In- 
With Central surance Company of 

Van Wert, Ohio, has 
announced the reinsurance of all the 
outstanding policies of Ohio Millers 
Mutual Insurance Company. The 
latter company has been located in 
Van Wert and under the same man- 
agement as the Central since 1927. 
It was founded in 1886. 


The reinsurance agreement was ap- 
proved by Judge Charles T. Warner, 
Superintendent of Insurance of the 
State of Ohio on November 8, 1933. 


C. M. Purmort, President of The 
Central Manufacturers’ Mutual says: 
“The affairs of Ohio Millers were in 
splendid shape but the trend of the times 
is toward larger, stronger companies with 
nationwide service, and this consolidation 
assures better protection and service to old 
Ohio Millers policyholders and agents.” 
Van Schaick GEORGE 56S. 
Charges Fraud VAN SCHAICK, 
In Mortgage State Superin- 
Companies tendent of Insur- 
ance of New 
York, discovered such irregularities 
in the management of the fourteen 
title mortgage companies now under 
the jurisdiction of the department 
that he has forwarded reports to the 
district attorneys at New York, 
Bronx, Kings, Queens, and Nassau 
counties for action. He expects that 
it will not only be possible to proceed 
against offenders in the criminal 
courts but that large sums of money 
may be recovered from officials of 
the companies where civil liability is 
indicated. In one case Supt. Van 
Schaick explained, he recovered for 
the mortgage and certificate holders 
and other creditors a large number of 
properties which were improperly 
conveyed by the officials in one of the 
companies to a dummy corporation 
controlled by favored outsiders. 


The charges of the Superintendent 
are based upon the testimony of 
more than 200 witnesses examined by 
the officials of the Insurance Depart- 
ment and reports made by the de- 
partment examiners who have been 
working with the records of the com- 
panies. The following “shocking” 
practices were uncovered : 

1. Properties were conveyed without 

ample consideration to insiders. 


2. Securities were sold to innocent pur- 
chasers while the issues were in de- 
fault. 
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3. Moneys received in trust were not 
treated as trust funds. 

4. Improper subst:tutions were made in 
certificate issues of defaulted mort- 
gages. 


As a result of these disclosures and 
at the insistence of the insurance au- 
thorities, employees and officers in 
some of the companies involved have 
severed connections with their or- 
ganizations, A special bureau created 
by the Superintendent to look into 
the affairs of mortgage companies 
will continue with its investigation. 
Supt. Van Schaick declared that he 
intended, “to continue the inquiry 
into every company and every depart- 
ment of every company.” 


Cut Towing THE Committee on 
Charges in Automobile Loss 
Chicago Adjustments of the 


Western Loss Asso- 
ciation has succeeded in securing a re- 
duction in towing charges to $4.00 
per car and storage charge to 50c a 
day on all cars picked up by the po- 
lice, Chairman J. A. McClelland has 
reported. Previously, after confer- 
ence with the Chicago Mayor and 
city officials, the committee secured a 
reduction in the towing charges from 
$7.50 to $5.00 per car, the storage 
charge, however, remaining at $1.00 
a day. The Central Salvage Bureau, 
whose title now is the Central Auto- 
mobile Service Bureau, is in full op- 
eration and is prepared to take care 
of all salvaged automobiles and give 
basic estimates of damages on all 
stripped, wrecked and stolen cars. 
Preferably cars requiring estimates 
are to be towed to the Bureau’s plant 
at 236 E. 24th Street, but there are 
facilities for making estimates at any 
garage in the Chicago area. 


lowa Mutual THE Iowa Mu- 
Tornado Cele- _ tual Tornado cele- 
brates Fiftieth brated its fiftieth 
Anniversary anniversary with 

a dinner in Des 
Moines which was attended by ap- 
proximately 500 people. Secretary 
Harry F. Gross was toastmaster and 
the speakers included H. P. Cooper, 
Secretary of the National Association 
of Mutual Insurance Companies; B. 
Reece Jones of Des Moines, Vice 
President of the National Associa- 
tion; Commissioner E. W. Clark of 
Iowa and Prof, J. P. Ryan of Grin- 
nell College. 


Mutual Casualty THE 1933 edition 
Companies Show of the Spectator 
Superiority Casualty Year 

Book, which has 
just been released, contains very com- 
plete data on the operations and the 
financial conditions of both stock and 
mutual casualty companies. From it 





it is possible to make an interesting 
comparison of the stock and mutual 
companies operating in this field 
waich will not only be of interest to 
all of our companies but which might 
be of interest to the public at large. 
The data on 182 stock casualty com- 
panies as compared to 72 mutual cas- 
ualty companies is as follows: 


1. Stock decrease in surplus to policy- 


WOUNOED | coc cccdacectouanvcces 4% 
Mutual increase in surplus to policy- 
SOREN. ie aco ee Ce as less 1.5% 
2. Stock company losses paid to pre- 
miums received ........... 60.54% 
Mutual losses paid to premiums 
WOCEINO  .ctilnn coum astaened 49.4% 
3. Stock management expense to pre- 
miums received ........... 42.05% 


Mutual management expense to pre- 


miums received ............ 22.36% 
4. Stock company decline in premiums 
csreodtas cdl pies Hanae Seoiearas cre gee 12.8% 
Mutual company decline in premiums 
Aine ba eae Ae RS ARE 4.9% 
5. Stock disimbursements exceed in- 
i EL. SR ee 4.46% 
Mutual income exceeds disimburse- 
re ML 7 ean ese aie ae 3.92% 
6. Stock policyholders surplus to liabi- 
RIS, scccin a cteree i neeiere oeeetes 37.12% 
Mutual policyholders surplus to 
ARMS. 5 oc cbcincs owes 37.39% 


7. Stock assets to liabilities. ...133.52% 
Mutual assets to liabilities. .137.37% 


The reader may easily draw his 
own conclusions as to the superiority 
of the mutual companies in the casu- 
alty field. 


Pacific Coast 
Fire Premiums 
Decline 


IT is estimated 
that the total fire 
insurance premi- 
ums for the Paci- 
fic Coast during 1933 will be approxi- 
mately ten per cent less than the $56,- 
000,000 written last year. Companies 
report that the fire insurance business 
has held up well during the past few 
months but that the lower monthly 
volume written earlier in the year 
would mean a decline when compared 
with the 1932 total. 


While the premium volume is off 
some ten per cent, other phases of the 
business show considerable improve- 
ment over last year. Cancellations, 
which ran extremely heavy last year 
and which added materially to the 
expense item of the companies, have 
now been reduced to the normal state. 
Another major improvement is in the 
loss ratio which is expected to be sub- 
stantially lower than last year. 


Safety Record THE safety record 
of Copper of copper mines in 
Mines Improved the United States 

has shown an ap- 
preciable improvement from 1927 to 
1932. Total accidents per million 








man hours, after a slight increase in 
1929 as compared with the preceding 
year, declined suddenly in 1932 to the 
low figure of 47.40, as compared with 
109.25 in 1927 and the average of 
88.96 for the six year period from 
1927 to 1932. 


Insurance THE Insurance 
Buyers Make Buyers of New 
Suggestions York,agroup 


affiliated with the 
American Management Association, 
have submitted to Superintendent 
Van Schaick of New York a number 
of suggestions for changes to be made 
in underwriting workmen’s compen- 
sation which represents an outside 
view of the compensation situation. 


It is urged that if, as reported, 
classifications were to be substantially 
reduced, this subject should be care- 
fully studied to permit proper class- 
ification of individual risks and elimi- 
nate many border line cases. Also it 
was contended that the present ex- 
perience rating plan should be modi- 
fied, now that schedule rating has 
been eliminated, to provide a definite 
incentive for constructive safety 
work and to result in ultimate deter- 
mination of actual cost rating for 
each risk to which loading charge 
should be added. 

Carriers have not been thorough in 
auditing payrolls, according to the 
buyers. Employment of the junior 
type of payroll auditor was criticised, 
as was the practice of some compan- 
ies of accepting payroll statements 
submitted by assureds. The buyers 
suggested a central bureau of audit- 
ing with branches at strategic centers 
to audit payrolls for various compan- 
ies, both mutual and stock, on an in- 
dependent basis. 


It was stated commissions paid to 
brokers and agents on compensation 
should be carefully studied and ad- 
justed on some reasonable basis that 
would enable companies to reduce the 
present high acquisition costs, pos- 
sibly on a sliding scale on larger risks. 


The buyers said there appears to be 
no reason why carriers should not 
issue policies on a continuing basis, in 
effect until canceled, with provision 
for minimum terms subject to annual 
changes in rates and conditions by 
endorsement from time to time. 


Medical expense is closely allied 
with the subject of improper awards. 
Much good has been done by some 
companies in establishing ‘clinics or 
hospitals for rehabilitation work, cut- 
ting down severity of injuries and 
reducing ultimate cost of claims. It 
was suggested all carriers might sub- 
scribe jointly to such work. The car- 
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riers should put in force some better 
means of auditing doctors’ fees and 
hospital expenses. 


It was stated that before deciding 
to recommend rate advances for com- 
pensation, the commissioners should 
carefully consider rapid changes tak- 
ing place in payrolls of many business 
concerns due to limitation of hours 
and other NRA provisions. 


ANALYSIS of 
sprinkler leakage 
lossesin 1932 
would indicate 
that the depres- 
sion had resulted in poorer care of 
equipment and had, therefore, caused 
greater losses. This was the conclu- 
sion of the committee on fire preven- 
tion and engineering standards of the 
National Board, presenting a tabula- 
tion of the causes of sprinkler leak- 
age losses during 1932. 


Depression 
Causes Rise in 
Sprinkler Leak- 


age Losses 


The greatest increase is due to de- 
ficient general heat in connection with 
wet systems, 126 losses occuring 
from this cause in 1932 and 13 in 
1931. Another heavy source of loss 
was due to open or broken windows 
or doors, the reported losses from this 
cause were 73 in 1932 and 8 the year 
before. In 1932 there were 276 
sprinkler losses due to freezing in 
wet systems. From 1920 to 1932 
losses from this cause amounted to 
2,240 or 28.5% of the total. Freezing 
of dry systems, accounted for 105 
losses last year and 698 or 8.8% dur- 
ing the period 1920 to 1932. High 
temperature caused 224 losses last 
year, 2028 from 1920 to 1932 or 
25.7% ; mechanical injury 121 last 
year, 1,335 from 1920 to 1932 or 
16.9% and ‘miscellaneous 136 last 
year and 15,900 from 1920 to 1932 
or 20.1%. 


In 1932 there was a total of 843 
reports received by the committee as 
compared with 376 in 1931. 


Conclude Silicosis REPRESEN T- 
Hearing in ATIVES of la- 
Milwaukee bor and employ- 

ers of the stone 
quarry and foundry industries ap- 
peared before the special state legis- 
lative interim committee which is in- 
vestigating the silicosis hazard. Em- 
ployers, claiming they are being hard 
hit by the large increase in compensa- 
tion insurance rates against occupa- 
tional diseases, maintained that the 
high rates bring destructive competi- 
tion from such businesses in other 
states where silicosis compensation is 
either non-existent or less than in 
Wisconsin. The labor spokesman, 
however, opposed any reduction, and 
predicted that similar compensatien 
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would in time be adopted all over the 
country.. 
Raise Plate 


STOCK casualty 
Glass Rates 


companies tran- 
sacting plate glass 
insurance have increased rates in 
seven localities, it was announced by 
the National Bureau of Casualty & 
Surety Underwriters. The new rates 
were effective on November 20th. 


In the statement accompanying the 
announcement it was pointed out that 
manufacturers of glass and the glazi- 
ers who install it have raised their 
prices both for the product and for 
the labor. The companies say that 
they cannot safely absorb this in- 
creased cost and therefore rates must 
be advanced in the following territo- 
ries: San Francisco, California, 
10% ; Kansas City, Missouri, 12%4% ; 
Newark, New Jersey, Zone 1 Busi- 
ness District, 10%; remainder of 
Newark, 12'%2%: Jersey City, New 
Jersey, Zone 1, 10%; remainder of 
Jersey City, 12%4%:; Hoboken, New 
Jersey, Zone 1, 10%; remainder of 
Hoboken, 12'2% ; Leon, New Jersey, 
10% ; remainder of Hudson County, 
New Jersey, 12%2%. 

Adjust Use THE New York 


and Occupancy Fire Insurance 
Coverage to Exchange, at its 
Meet N. R. A. annual meeting, 

adopted several 


major changes in use and occupancy 
rules and rates to meet the conditions 
which arise in the operation of com- 
panies under the N.R.A. The five 
day week was recognized by changing 
the per diem forms to permit the use 
of the fraction 1-250 or 1-260 in lieu 
of the fraction 1-300, provided there 
be introduced into the form an affirm- 
ative statement that no indemnity 
shall be payable for interruption of 
business on more than five days in 
any one week ; also permitting the use 
of 80% in lieu of 100% coinsurance 
in coinsurance use and occupancy 
forms at the rates previously provided 
for the 100% coinsurance clause 
form; also permitting increase in the 
90 day limit in Item IT of coinsurance 
forms, 


In connection with use and occu- 
pancy rates, changes were approved 
reducing the rates for weekly forms 
and for coinsurance forms with 
100% clause approximately 10%, 
such rate reductions to apply only to 
policies taking effect on and after 
September 1, 1933. 


Mutual Execu- FF. E. SLAYTER, 
tive Addresses Pacific Coast 
Insurance Buyers Manager of the 

Manufacturers 
Mutual Fire addressed the members 
ofthe Instance Buyers Association 
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of San Francisco in an effort to bring 
about a better understanding and 
closer cooperation in formulation of 
policy forms. He was the second 
speaker to be heard on the subject, 
the first having been B. W. Levitt, 
representing the stock companies, 
who had contended that only the com- 
panies should have any voice in fram- 
ing the contract. Mr. Slayter, pointed 
with unanswerable logic to the very 
apparent advantages of the mutual 
plan and, backed up his statements 
with interesting data drawn from the 
authoritative sources. 

H. F. Badger, secretary of the 
Pacific Board, spoke briefly soliciting 
the aid of the buyers in an effort to 
have uniform laws enacted in several 
states. He deplored the lack of united 
action and stressed the limitations 
placed on stock insurance in certain 
sections of the country. 


Wisconsin COM MISSION- 
Refuses Marine ER Mortensen 
Definition of Wisconsin has 
Approval informed Super- 


intendent Van 
Schaick of New York that Wiscon- 
sin will not approve the definition of 
marine underwriting powers. In his 
letter to Superintendent Van Schaick, 
Mr. Mortensen stated, “We agree 
that many coverages by the Commis- 
sioners’ convention definition will be 
properly written under a marine form 
of contract, and where the same con- 
tain the element of transit, or have 
had such element, they should remain 
under marine coverage in storage or 
awaiting sale for a specified period, 
say not exceeding thirty days. Such 
commodities as lumber, coal, and 
housing material remaining under 
marine cover for months or years 
would seem to lack the transportation 
feature even though we may agree 
that lumber and coal will be or have 
been transported. We have found 
such coverage in Wisconsin. 

“The matter of rate is our principal 
concern and we do not approve of 
marine coverages on many commodi- 
ties which do not contain the element 
of transit or movability or which have 
remained stationary for a period ex- 
ceeding thirty days. 

“In Wisconsin, as possibly in other 
states, the legal fire rates have been 
decreased under the guise of marine 
cover. Approval of the convention 
definition would, in a way, open the 
door for rate discrimination in fire 
and tornado risks which are regulated 
by statute in this state. 


“We do not agree entirely with the 
definition adopted by the convention. 
We do not intend to embarrass com- 
panies in any manner except where 
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there may be a conflict with our rate 
regulation laws. Companies operating 
under the provisions of the rate regu- 
lation statute will necessarily con- 
form to their filing regardless of 
whether risks are written under a 
standard or marine form of contract.” 


Home Resigns THE home of 
From I. M. U. A. New York has 

given notice of in- 
tention to resign from the Inland 
Marine Underwriters Association. 
The resignation does not become 
effective until sixty days after notice 
has been given. Until that time the 
Home has the privilege of reconsider- 
ing. In the past, several companies 
have announced their intention to 
resign from the I. M. U. A. but all of 
them have reconsidered before the 
deadline was reached. 

The Home’s course of action is 
prompted by its objection to the I. M. 
U. A. requirement that all fine arts 
term policies be cancelled as of Octo- 
ber 31st and rewritten upon the an- 
nual basis. 


Two New Books On 


Insurance Subjects 


“THE AUTOMOBILE COMPENSA- 
TION PLAN,” by Patterson H. French, 
Universityfellow, Columbia Univer- 
sity, has made a distinctive stir in in- 
surance circles and provoked vigor- 
ous discussions particularly in oppo- 
sition to the ideas promoted by the 
author looking toward a new method 
of handling claims. arising out of 
automobile accident cases. 


It cannot be denied that Mr. 
French has thrown considerable light 
on the congestion of the courts by 
automobile litigation and the statis- 
tics he submits are of important in- 
terest. It is when he ‘gets into the 
question of the actual compensation 
plan proposed that he runs into oppo- 
sition from many students of the old 
school. 


We leave the reader to take his 
own side of the controversy and as a 
matter of information quote below an 
excerpt from the announcement of 
the book. 


“An aspect of the subject which is 
treated here for the ‘first time is its signifi- 
cance in the development of American 
administrative law. The plan proposes 
that a great group of cases be handled 
administratively instead of judicially. This 
may mark a significant step toward the 
development of administrative machinery 
to supersede the courts in many fields. It 
necessarily gives rise to important ques- 
tions concerning the judicial powers of 
administrative bodies, the relations between 
these bodies and the court, and the validity 
and limits of judicial review. The book 





points out and analyzes these problems, 
and others which grow out of them.” 

The Columbia University Press, 
New York City, is the publisher, and 
the price is $3.50. 

“THE SocraL Cost or INDUSTRIAL 
INSURANCE,” by Maurice Taylor, 
Director Jewish Family Welfare As- 
sociation of Boston, Massachusetts. 
Here is a comprehensive study of 
industrial life insurance done in a 
thorough manner and written with a 
freedom of expression which is ex- 
tremely readable for a book contain- 
ing so much technical analysis. 


Dr. Taylor points out the surpris- 
ing fact that industrial insurance 
touches the lives of more than half of 
our population and concludes that 
there are serious faults in this method 
of coverage. He acknowledges his 
debt in the gathering of data to a 
number of the largest life insurance 
companies and compliments them for 
their full cooperation, but when his 
analysis is done states his conviction 
that the public would be better served 
through the use of a number of alter- 
native projects of both a private and 
a governmental nature involving both 
voluntary and compulsory participa- 
tion. 

Alfred A. Knopf, Incorporated. is 
the publisher and the price is $3.25. 


Approve Rates THE State Insur- 
For Liquor ance Department of 
Bonds New York has ac- 
cepted for filing a 
premium rate of 1 per cent on the 
penalty of bonds which must be fur- 
nished to the State Alcoholic Bever- 
age Control Board by manufacturers 
and distributors of wine and liquor. 
The filing was accepted, however, 
upon condition that if the term of 
these bonds is extended beyond April 
1, 1934 without a requirement for the 
filing of new bonds, the premium 
paid will cover for a full year from 
the inception of the interim bond. 
Extensions beyond a full year are to 
be charged on a pro rata basis to the 
conclusion of the new license year. 





The Journal of American Insurance will 

bring to your desk each month, not only 

timely news of the insurance world, but 

educational articles and items of much 

practical value. Subscription is 2.50 per 

year. Address 230 No. Michigan Avenue 
Chicago. 








Piling up a Surplus 

“My husband and I attend to our bud- 
get every evening. It is more eco- 
nomical.” 

“How so, dear?” 

“By the time we get it balanced, it is 
too late to go anywhere.” — Boston 
Transcript. 
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State Insurance Supervision 


How a Department Functions and an Estimate of the Service Which 
a Commissioner’s Office Does for the Public 


Tse historical development . of 


state supervision of insurance 

parallels the development of the 
insurance business. As the insurance 
business extended in size, scope and 
importance, the problems of public 
welfare involved therein became 
more pronounced. Occupying a prom- 
inent place in the social and financial 
structures of the several states, it was 
but natural that statutes should be 
adopted which were designed to 
guide the business in safe channels 
and correct real or fancied evils. 


The dates on which the various 
states adopted legislation for the pur- 
poses of regulation are of little sig- 
nificance, particularly since the extra- 
territorial influence of legislation has 
frequently extended beyond the bor- 
ders of the enacting state. 


Early supervision dealt largely 
with matters affecting the incorpora- 
tion, charters, licenses and taxation 
of companies. Gradually new pro- 
visions were added to the insurance 
laws, such as those requiring: 

Examination of insurers 

Standards of investment 

Minimum capital requirements 

Deposit of securities 

Limitation of risk 

Submission of reports 

Procedure on impairment or insolvency 

Restrictions as to ownership of real 

property 

These are but a few examples of 
the subjects with which statutory 
supervision concerned itself during 
the nineteenth century. 


Amendments and additions fol- 
lowed as weaknesses in statutory pro- 
visions were discovered or new evils 
found. Statutes were adopted, estab- 
lishing standards of valuation for 
assets and reserve liabilities. Agents 
and brokers were brought under 
license supervision. Standard policy 
provisions were required. Rebates 
and unfair discriminations were pro- 
hibited. Certain expenses of com- 
panies were limited. Premium rates 
were regulated. 


The broad objective of state super- 
vision is public welfare, which our 
President has aptly described as 
being that which does the greatest 
good for the greatest number. As 
you review insurance statutes and 
their administration, you may reach 
the conclusion that on occasion the 


Summary of An Address Given Before a Meeting of 
Stock Casualty Executives At White Sulphur 
Springs. 

By GEORGE S. VAN SCHAICK 


SUPERINTENDENT OF INSURANCE OF THE STATE 
or New York. 


public welfare is either remotely as- 
sociated or is inadequately attained, 
but unless that ideal of state super- 
vision is identified with both the law 





and its administration, the result must 
be criticised as a miscarriage of pur- 
pose. 
OOD 
ET us review for a moment the 
motives underlying existing legis- 
lation and the results and shortcom- 
ings of administration. 
The requirement for examination 
by state authority of condition and 


How to do Justice to the Company, the State and the Public is the Problem of 
the Commissioner. 
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affairs of insurers is of universal ex- 
istence. The New York statute re- 
quires that insurers be examined at 
not less than two, three or five year 
intervals, according to the class of 
carrier. The authority and require- 
ment for statutory examination en- 
ables the supervising department to 
investigate the accuracy of the state- 
ments filed by the insurer as to finan- 
cial condition and the conduct of its 
affairs in general, which cannot be 
covered adequately by any filing of a 
report by the carrier itself. In these 
examinations there is a physical check 
and verification of assets, as well as 
a valuation and a review as to source. 
Loss and premium reserves and other 
liabilities are checked and valued; 
disbursements are examined and 
tested with a view to determining 
whether a proper accounting has been 
made of the disposition of funds. 
Open and compromised claims are re- 
viewed for the purpose of determin- 
ing whether the policyholders and 
the public have received fair and 
equitable treatment. 


Among the real and possible short- 
comings of supervision, as exempli- 
fied by examination of insurers, may 
be listed the human failings of both 
the examiner and the examined. An 
incompetent examiner may be incap- 
able of recognizing falsified accounts 
or of discovering concealed liabilities 
or liens against assets. He may not 
be capable of intelligently appraising 
loss and premium reserves. A dis- 
honest company executive may be 
sufficiently adroit to conceal law vio- 
lations and a true status of company 
condition and management from even 
a skillful examiner, by clever conceal- 
ment and falsification of records. In 
the latter case, however, successful 
concealment is frequently but a delay 
in discovery. 


—~— 
Corn 


EFORE briefly discussing the 

phase of supervision which re- 
lates to the establishment of invest- 
ment standards, permit me to observe 
that this is one of the subjects that 
have given supervising authorities 
greatest concern during the past few 
years. It is no idle boast that our in- 
stitutions have withstood the shock 
remarkably well, but we cannot deny 
that the lessons we may learn, both 
from the few failures that have oc- 
curred and the nervous moments oc- 
casioned by those which have suffered 
a close call, should give rise to cor- 
rective measures in the investment 


field. 


Insurance statutes usually pre- 
scribe a more severe and conserva- 
tive standard of investment for life 
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insurance funds than for other 
classes, and it is an undoubted fact 
that the prohibition in the New York 
law against the investment of such 
funds in common stocks has been the 
occasion for their strength and secur- 
ity during the financial crisis. 

The limitations on investments 
made on other classes of carriers are 
in general neither Severe nor burden- 
some. The great question which 
must be resolved with regard to fu- 
ture supervision is whether the laws 
are unduly liberal in affording oppor- 
tunity for speculative investment of 
funds held for the benefit of policy- 
holders. The mere fact that insur- 
ance has survived the crisis without 
serious injury to the whole structure 
will not be likely to deter supervising 
authorities from advancing measures 
designed to avoid future loss and 
danger occasioned by events as dis- 
closed to us during the past four 
years. 

Qos 

HE thing to be hoped for and 

the sensible thing under the cir- 
cumstances would be for the predom- 
inantly sounder elements in the in- 
surance business to collaborate with 
the supervising officials in the draft- 
ing of desirable amendments to the 
insurance laws, designed not to ob- 
struct the free and intelligent invest- 
ment of funds for the protection of 
policyholders but to curb reckless 
speculation, and the manipulation of 
funds through the device of holding 
companies and subsidiaries. 

An illustration of a simple yet de- 
sirable reform in the investment leg- 
islation that has been made is that 
which prohibits companies from in- 
vesting or loaning more than a fixed 
percentage of their assets in a single 
venture. 

There are rumblings,today in the 
insurance field about the prospect of 
federal control of insurance. When 
we stop to consider the great emer- 
gency powers that have been placed 
in the hands of the Federal Govern- 
ment, it is not at all surprising that 
the measure of success that has been 
achieved through the exercise of 
these powers should dispose many to 
be stampeded by the thought that 
therein lies the Promised Land. 

Perhaps a comparison of the ordi- 
nary processes of government with 
those that flow from the inspired 
leadership now waging war on the 
forces of depression is not a fair 
one, but we may judge the capacity 
of people by the acts which they per- 
form. I therefore ask, “How has 
the Congress of the United States 
provided for the supervision of insur- 





ance in the territory under its direct 
control?” Thinking insurance men 
will want to see what kind’ of super- 
vision they will have before support- 
ing a forthright plunge into an un- 
charted sea, 
oOs 

ROBLEMS of company man- 

agement in the conduct of busi- 
ness are undoubtedly at times bewil- 
dering under the strain of forty-eight 
supervisory authorities having in 
some instances overlapping and con- 
flicting regulations, but is this jigsaw 
puzzle impossible of current solution ? 
For the past sixty-four years we have 
had in the United States an associa- 
tion of insurance commissioners com- 
prising insurance supervising author- 
ities of all of the states and the Dist- 
rict of Columbia and meeting several 
times a year under the title of the Na- 
tional Convention of Insurance Com- 
missioners. Unfortunately, I cannot 
quote to you the purposes of the Con- 
vention from its constitution, since 
the constitution neglects to set those 
forth. The purposes, however, should 
be well known. The Convention 
meets for the purpose of securing 
uniformly high standards in the su- 
pervision and regulation of insurance, 
and for the purpose of relieving the 
insurance business of the difficulties 
and confusion resulting from con- 
flicting requirements and duplicative 
supervision in the various states. 

It is true that the Convention has 
no power to compel any commissioner 
to conform to the recommendations 
of that body. The several commis- 
sioners observe the recommendations 
of the Convention only in so far as 
they are prevailed upon by their own 
good judgment and the force of pub- 
lic opinion. 

If I say that the potentialities of 
the National Convention of Insurance 
Commissioners in the interest of 
sound insurance are great, it must 
not be inferred that its accomplish- 
ments in the past are not fully ap- 
preciated. The Convention has done 
much and is capable, with proper co- 
operation, of doing a great deal more. 


DOOD 
ET us review some of its ac- 
complishments. It has estab- 


lished a uniform annual statement 
form for each class of insurance. 
This is a matter of considerable im- 
portance and facilitates uniformity 
in the maintenance of accounts for 
financial statement purposes. 

The Convention has established a 
standard form of fire policy which is 
in use in many states, including the 
State of New York. 

It has recommended a_ uniform 

(Continued on Page 23) 
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Whatever the Rating Plan the Victims of Industry Must Be Compensated. 


Realistic Plan for Determining 
Compensation Rate Levels 


Summary of a paper presented by Leon S. Senior, General Manager, 
Compensation Insurance Rating Board, at the November meeting 
of the Casualty Actuarial Society. 


OR the past twenty years our 
Fk rate making organizations have 

been engaged in the work of de- 
veloping a rational system for the 
rating of workmen’s compensation 
risks, adequate to cover the continued 
rise of indemnity and medical bene- 
fits and reasonable in its distribution 
of cost. The time is now ripe for 
self-examination in order to ascer- 
tain the extent to which our efforts 
have proven successful and whether 
the several parts of our system are 
well fitted to achieve the desired ob- 
ject. Our method of classification, 
the formula for deriving relativity in 
rates, and the merit rating plans re- 
quire close study for possible correc- 
tions. But above all, looms the prob- 
lem of a consistent and logical scheme 
for determining general rate levels. 


An extraordinary picture is pre- 
sented when we come to review the 
history of rate revisions during the 
compensation period. Every general 
revision of rates has assumed a dis- 
orderly appearance of a_bargain- 


counter with the insurance commis- 
sioner behind the counter and the car- 
riers in front, jostling one another 
for position. In the selection of the 
rate level the methods varied each 
time, and the formula, which required 
a translation of the old experience in 
terms of present and future periods, 
was unintelligible to the general pub- 
lic and required laborious and techni- 
cal explanations. 


The so-called permanent rating 
program, which was inaugurated dur- 
ing boom period, collapsed with the 
arrival of the depression. Policy 
year experience, which served as a 
basis, proved to be too ancient to re- 
flect future conditions and the rates 
built on such data turned out inade- 
quate. Failure of the formula to pro- 
duce adequate rates led to frequent 
changes in the method of determining 
hypothetical loss ratios, finally bring- 
ing forth a demand for special meas- 
ures, including provisions for so- 
called emergency factors. 
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Analysis of the Proposed Plan 


DMITTING the inadequacies of 

our present methods, the ques- 
tion arises whether it is humanly pos- 
sible to make compensation rates ade- 
quate as well as reasonable. This 
question, put by the Chairman of a 
Committee appointed by the National 
Convention of Insurance Commis- 
sioners, elicited a reply which in legal 
circles would be construed as a plea 
in confession and avoidance. In this 
case it amounted to an avoidance of a 
direct answer and a confession of in- 
ability to bridge the chasm between 
the experience of the past and the 
probabilities of the future period for 
which rates were to be established. 

As an answer to this question we 
present a plan now under discussion 
in the Actuarial Committee of the 
Compensation Insurance Rating 
Board, which seems to possess the es- 
sential elements of adequacy, simplic- 
ity and consistency. It is founded on 
the belief that speculation on futures 
is unscientific and valueless, and that 
a fixed period of calendar year ex- 
perience brought down to date will 
provide from year to year an index 
for rate levels which in the long run 
should prove adequate and reason- 
able. 

This involves a change in the 
theory that the rate level for the com- 
ing year must reflect the true condi- 
tion of that year. The time has come 
to adopt a different philosophy. The 
proposed plan contemplates a prac- 
tical outlook on the workmen’s com- 
pensation problem as contrasted with 
the idealistic view of the casualty 
technicians. We should no longer 
follow the idea that we must make 
our rate level to conform with pros- 
pective economic conditions. Future 
conditions are unknown and impos- 
sible to appraise. It is much more 
logical to substitute the principle that 
our methods should produce rate 
levels which will be adequate, not for 
the period of one year, but over a per- 
iod of many years for the business 
as a whole. Coupled with this ele- 
mentary principle of adequate rates 
over a period of years, may be intro- 
duced the idea that excessive profits 
will be returned to policyholders in 
the form of rate level reduction, while 
excessive losses will be charged to 
policyholders as a group in the form 
of rate level increases. 

off 


HIS plan is based on the idea 
that a long term of unmodified 
calendar year experience, brought 
down close to the effective date of 
revision, shall serve as an index for 
the rate level to be changed annually. 
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The experience period may run from 
five to ten years on the usual revolv- 
ing basis without adjustment for 
changes which have been made in the 
rate levels. Assume that we are about 
to make rates in New York to become 
effective July 1, 1934. For rate level 
purposes we will take the accumu- 
lated experience over ten complete 
calendar years beginning with Janu- 
ary 1, 1924 and ending with Decem- 
ber 31, 1933. The loss ratio shown 
by this ten year experience period 
will serve as an index for our next 
rate level. We shall follow up this 
method from year to year, deducting 
one calendar year from the old ex- 
perience and adding one calendar 


year of the new experience. 

The plan is supported by this argu- 
ment: 

1. A long term will give flexibility and 
permanency to the scheme. 

2. The selection of the second ten year 
period of compensation, or a substantial 
part thereof, is supported by sound logic. 
The first ten year period of compensation 
must be regarded as immature and imper- 
fect. A real stabilization of law and prac- 
tice may fairly be reckoned as having be- 
gun with calendar year 1924, the second 
ten year period of compensation _experi- 
ence. 

3. The substitution of calendar year ex- 
perience is in itself an important step 
which should lead towards placing com- 
pensation insurance on a_ business-like 
foundation. One of the greatest difficulties 
in rate making has been the task of in- 
terpreting past experience in the light of 
present conditions. 

4. The calendar year experience is of 
special advantage in that it will include 
within its scope awards on reopened cases 
not available in the early reports of policy 
year experience. It may also serve to cor- 
rect any tendency on the part of companies 
to underestimate or overestimate reserve 
values. 

5. Objection may be raised to the fact 
that the calendar year experience will con- 
tain immature data in the shape of esti- 
mated premiums and losses. It should be 
borne in mind, however, that the quantum 
of immature experience diminishes in pro- 
portion to the length of the experience 
period. 

6. I am aware that the idea of making 
rates on the basis of the exact indications 
of a fixed period is subject to criticism be- 
cause it fails to recognize trends in a line 
of insurance affected by changing forces 
that produce unstable probabilities. This 
criticism is well merited as respects a for- 
mula based on policy periods, but loses 
much of its force and is relatively unim- 
portant under the proposed theory of rate 
levels which recognizes the principle of re- 
imbursement in the form of annual read- 
justments. 


The Account Current Method in 
Operation 

As a demonstration of the effective- 
ness of the proposed plan, I direct 
attention to the following actual loss 
ratios for period 1925-1932 inclusive 
and to the results that might have 
been achieved if this new plan had 
been in operation during such period: 
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Actual Experience Loss Deficit in Gain Over Actual 
Ratio Premium* Experience 
65.4 41,354,745 
A) 10 Year Moving Average 63.8 29,886,999 11,467,746 
B) 8 Year Moving Average 62.5 19,832,645 21,522,100 
C) 7 Year Moving Average 61.3 9,841,418 31,513,327 
D) 5 Year Moving Average 57.7 +20, 301 "583 61, "656, 328 


*Plus(+) sign denotes gain over the premium necessary to "produce a 60% loss ratio. 








As convincing proof that experi- 
ence on the basis “of calendar years 
approaches closely to experience of 
policy years for a long term, I have 
selected the experience of six repre- 
sentative carriers over an eight year 
period, A summary of the experi- 
ence and comparative loss ratios is 
given below: *See Table bottom of 
page, 

Public Reaction 

Will the plan prove acceptable to 
the general public and the supervis- 
ory authorities? Much depends on 
the manner in which it is presented. 
The fact that it contains the import- 
ant elements of consistency and sim- 
plicity should not make it difficult to 
satisfy the public conscience, 

I may offer the suggestion that as 
a means of winning public favor, our 
rating authorities should extend to 
industry an opportunity to learn 
something of the needs of insurance 
carriers and the importance of main- 
taining an adequate rate level. This 
could be accomplished in part through 
discussion and conference with rep- 
resentatives of industrial organiza- 
tions. Such conferences, held prior 
to any action on radical rate changes, 
may relieve the insurance commis- 
sioners from the burden of public 
hearings where the carriers often 
split in two or more factions and the 
policyholders appear in opposition to 
a program which they do not fully 
understand. By taking the public in- 
to our confidence we have nothing to 
lose and everything to gain. 


Other Reforms to Follow An 
Adequate Rate Level 


QO 
DGAR ALLEN POE in “The 
Purloined Letter” shows how 
an expert agent of the French Suraté 
may overlook the most likely hiding 
place when searching for a stolen 
document. Have we not also made 
the error of ignoring the obvious in 
our efforts to find the true rate level ? 
We have searched every nook and 
corner while the thing was staring us 
in the face in the form of sworn pub- 
lished statements on exhibit in the In- 

surance Department. 

We have a wealth of statistical ma- 


terial in our hands. It is a question 
of using that material in the proper 
way. I have no intention to criticise 
the methods used heretofore, nor to 
reproach the actuarial profession for 
its praiseworthy efforts to attain the 
ideal. But if in this search for the 
ideal it is possible to employ realistic 
methods, the science of rate making 
may be simplified and made intelligi- 
ble to the general public. 

Moreover, an adequate rate level 
may lead to other desirable reforms 
in compensation insurance, I agree 
with Mr. Kulp that rate making is 
the central and vital feature of any 
system of true insurance (Proceed- 
ings Vol. XIX, Page 268) and with 
Mr. Greene that it 1s desirable to eli- 
minate rate level controversies from 
the compensation business ( Proceed- 
ings Vol, XIX, Page 243). With an 
adequate rate level in effect it should 
no longer be necessary for casualty 
executives to restrict compensation 
writings on the basis of a percentage 
figure related to other casualty lines. 
Once the question of rate level is defi- 
nitely settled, other pressing prob- 
lems such as imperfect payroll audits 
and undue extension of credit will 
then receive detailed attention on the 
part of insurance carriers and rating 
authorities. 

OOD 
HE principal points of the pro- 
posed plan are briefly summar- 
ized as follows: 

The selection of calendar year ex- 
perience over a long term of years 
rests on the principle that such ex- 
perience will represent a variety of 
conditions and in its sum total will 
be akin to the results shown by pol- 
icy year experience. The consistency 
of the scheme is assured by the use of 
a revolving period which is based on 
the broad fundamental that the indus- 
trial world is not at rest but is in con- 
stant motion, which principle is also 
part of our formula designed to pro- 
duce proper relativity in classifica- 
tion rates. And finally, the annual 
readjustment of the rate level involv- 
ing a form of reimbursement for the 
mutual advantage of carriers and the 

(Continued on Page 24) 








. Calendar Years 


Policy Years Loss Ratios 


Premiums Losses Premiums Losses Calendar Policy 
Period Earned Incurred Earned Incurred Year Year 
1925-32 156,885,790 94,533,018 145,871,762 87,469,271 60.3 60.0 
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Commercial Insurance History Began When Ship Owners Combined in Groups to Save Each Other Harmless from Possible Loss 


Relationship Between Insurance 
Practice and Theory 


By PROF. DR. ALFRED MANES 


BERLIN 


AVING been in close and con- 
stant touch with both practical 
men and theoretical writers of 

all branches of insurance for the past 
30 years, I feel that the impressions 
received concerning the points of har- 
mony and divergence existing be- 
tween the theory and practice of in- 
surance should be of interest to the 
public. 


Let us first come to an understand- 
ing about the terms theory and prac- 
tice which are often mistakenly used. 


Theory is the attempt to explain 
and substantiate many facts collec- 
tively, to co-ordinate them in a sys- 
tem and describe their evolution, to 
draw the conclusion from the fact 
that they exist. Invariably theory 
means seeking knowledge for its own 
sake, keeping aloof from any en- 
deavor to serve material interests. 

Practice is expert skill in applying 
the means supplied by experience or 
perhaps by theoretical research, and 
thus attaining a specific, mostly mate- 
rial, end. 


Otc 


A® an illustration, the theoretical 
writer in discussing, say, the 
commission on business written by 
life insurance agents, is likely to pro- 
ceed by establishing the fact of how 
long the commission idea has existed, 
what country was the first to use it, 
how it came to us, whether it was 
taken over here unchanged or with 
modifications, whether it is used on 
other than life insurance business, 
what attitude is taken towards it by 
the various companies, what its ef- 
fects are on agents, underwriters, and 
the insured, what part it plays in the 
national economy of a people, in 
which chapter of insurance science it 
is to be properly classified. 


On entirely different lines will the 
practical insurance man proceed in 
treating the same subject matter. 
Generally speaking, he is not likely 
to be interested in either the historical 
or the systematic aspect of the ques- 
tion what is most important to him 
is to use the commission on business 
written for the purpose to which his 
whole work is devoted, i. e. the profit- 
able propagation of the life insurance 
business. A practical insurance man 
would consider it a positively dis- 
agreeable situation for himself to 
have to point out that some feature 
of his business was no more than an 
imitation of a foreign model or that 
his expenses happened to be higher 
than those of a competing enterprise. 


I believe that from our explanation 
of the nature of theory and practice 
respectively, and especially from the 
one illustration given, it appears quite 
plain that theory and practice do not 
run side ‘by side without touching 
each other, but from their very nature 
it is indispensable for them to mutu- 
ally watch and learn from each other. 
And this much may even now be 
safely said: One will be all the more 
perfectly qualified for the theoretical 
study of insurance the more he knows 
of insurance practice, and similarly ; 
the more intimately acquainted a 
practical insurance man becomes with 
the theory of insurance, the better 
will he be able to serve his particular 
aim and object. 

Sas 

N real life, however, we see not a 
few insurance underwriters—and 
successful ones at that—who never in 
their lives heard lectures or studied a 
textbook on insurance. On the other 
hand, there are students of insurance 
science whose dealings with insur- 
ance are confined to writing and lec- 


turing. Some of these, nevertheless, 
know far more about the actual or- 
ganization of any particular insurance 
scheme or device in many countries, 
together with the relative merits of 
each device in all its variations, and 
the legal regulations applying to them, 
than most practical insurance men do 
who, indeed, may know nothing of all 
these things. 

The differences between theoretical 
students and practical men—not only 
of insurance but in all other fields as 
well—are mostly due to the fact that 
the object, purpose, and the limita- 
tions either of the theory or practice 
are not correctly understood. Both, 
however, being human devices, are 
more or less subject to errors which 
ought to be understood and condoned. 


The more frequently and_ thor- 
oughly views are exchanged between 
representatives of theory and prac- 
tice, the more clearly will those on 
either side come to understand their 
peculiar objects and limits and the 
sooner will they learn to recognize 
the “other fellows” as their equals. 





Notwithstanding all this, the rela- 
tions between those representing the- 
ory” and practice respectively, are 
likely to become strained more or 
less frequently because it is quite pos- 
sible in individual instances that the 
practical men do not like to have 
large numbers of people enlightened 
about things which they would rather 
have regarded as business secrets, 
since competitors might take advan- 
tage of these things being divulged. 
On the other hand, practical men may 
occasionally be justified in criticizing 
theoretical writers who for lack of 
sufficient knowledge (they too need 
experience to become perfect) or, 
possibly even on purpose, through 
prejudice or definite mental bent will 
ignorantly, negligently, or maliciously 
represent facts in a colored light. 

QOS 
O become enlightened on the at- 
titude taken by practical insur- 
ance men towards the science of 
insurance, it appears both useful and 
interesting to get acquainted with 
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their lives, especially the lives of rec- 
ognized leaders of the insurance busi- 
ness. The sources, however, available 
for that purpose are rather scarce in 
most countries, and that is equally 
true of the U. S. A. and Germany. 


It appears entirely preposterous to 
oppose the theoretical training of 
practical insurance men with the ar- 
gument that there had been a great 
many men who were eminently effi- 
cient practical insurance men _ al- 
though they had never pursued any 
kind of theoretical studies of insur- 
ance. To meet this kind of argument, 
it might be asserted with equal justi- 
fication that the same men would have 
achieved even more than they did if 
they had had the benefit of theoretical 
knowledge. 


All that has been said and remains 
to be said later regarding the proper 
training of underwriters equally ap- 
plies to officials charged with any 
kind of administrative insurance 
functions as representatives of their 
government. 

Now, do all those characterized 
here as a profession, as underwriters, 
form a definite vocational class ? Does 
a feeling of belonging together exist 
among them? Are they united in or- 
ganized bodies like other professions ? 
Have they the same _ preparatory 
schooling and the same social posi- 
tion? Are their incomes and finances 
about uniform? Does a harmony of 
interests exist among them? 


Probably very much less of all this 
is noticeable in the underwriting pro- 
fession than in many other related 
professions of present day business. 
One need only to observe the banking 
profession. This undoubtedly remark- 
able phenomenon is principally due to 
the fact that what we term insurance, 
even if restricting it to the insurance 
business, is divided into quite a num- 
ber of different branches which are 
hardly keeping in touch with one an- 
other. 


At any rate, a glance at actual busi- 
ness life shows that managers of life 
insurance companies, for instance, 
meet with managers of marine insur- 
ance concerns only on special excep- 
tional occasions. One group cares very 
little for the ups and downs of the 
other. Moreover, those engaged in one 
branch talk in entirely different terms 
from those of the other branches of 
insurance, for the simple reason that 
they have all passed through quite 
different preparatory and _ business 
trainings, which means that often 
enough they had none at all up to 
the moment when they became ac- 
tively interested in the insurance busi- 
ness. 
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HIS being so, it may perhaps ap- 

pear questionable whether from 
the viewpoint of uniformity an un- 
derwriting profession can be talked 
of at all. Does a common denomina- 
tor, do common interests exist for 
those belonging to it? 


I do not hesitate to answer this 
question in the affirmative without 
qualification. The common denomina- 
tor is, or ought to be, the uniform 
conviction of the high ethical, social, 
and economic value of insurance and 
the underwriting profession, which 
conviction can be built up only on 
learning and knowledge and cannot 
be produced by practical work, at any 
rate not by practical work alone, least 
of all that confined to a single one 
of the many branches of insurance. 
What is needed for the purpose is the 
pursuit of theoretical studies, of the 
science of insurance, and more par- 
ticularly its economic parts, being the 
foundation of all the other parts of 
insurance science. 


Such considerations lead up to the 
questions. What kind of people be- 
come underwriters? How does one 
get into the underwriting profession? 


Two essentially different ways 
must be distinguished from each 
other: A man enters the underwrit- 
ing profession either deliberately or 
by chance. Unfortunately chance is 
probably the decisive factor in the 
great majority of cases. This means 
that men will embark on underwrit- 
ing without preparing themselves for 
it—in /fact, without realizing what 
the profession implies and requires 
and what are, or ought to be, the es- 
sential and decisive qualities of an un- 
derwriter. 


The difference between these two 
groups of the unskilled and the prop- 
erly trained underwriters’ is similar to 
that between unskilled and specially 
trained workmen, and that — gener- 
ally speaking and barring exceptional 
cases — settles the question as to the 
worth of those who got into the un- 
derwriting profession by mere chance. 
For, unless they produce high qual- 
ity work, the underwriters of every 
country will be unable to hold their 
own against the steadily growing in- 
ternational competition on the insur- 
ance markets of ‘the world. Or at 
best, the task will prove far ‘more 
difficult than it would be with first 
elass work on their part. 





To produce an ideal underwriter, 
however, his preparatory training can 
hardly be too comprehensive. Most 
important is a thorough study of na- 
tional economy with business econ- 
omy as a side line. Legal and actu- 





arial training take second place only. 
It would not be the right course to 
give precedence to either of the latter 
studies, because, as emphasized be- 
fore, economics are the fundamental 
part and the groundwork from which 
the other fields have been developed. 
ooOa 


N addition, physiology and sociol- 

ogy have to be duly considered in ' 
the professional training of under- 
writers, because one cannot help be- 
ing impressed with the fact that many 
underwriters together with their 
staffs are rather poor hands at these 
fields of science. For instance, far 
too little attention is paid to what 
people outside the professional frater- 
nity think of insurance and how in- 
surance conditions, prospectuses, 
rate-tables, profit sharing plans, etc., 
are interpreted by them and, in fact, 
are bound to be interpreted by any 
layman. 


One of the most important chapters 
for the underwriters as a profession 
is the question of properly training a 
fit new generation of prospective un- 
derwriters — realizing the necessity 
of providing and maintaining a con- 
tinuous line of highly qualified man- 
agers for the insurance business of 
the future. 


It is shown by many examples that 
the importance of the President of an 
insurance company is probably even 
greater than that of the personality 
at the head of other business enter- 
prises. That is widely, if not always 
freely and openly, admitted even 
among the employes. 


“This scientific training,” says the 
President of a great American insur- 
ance company, “is a necessity. Why 
should a practical and in itself non- 
academic profession, which is most 
important for all mankind, not be 
based on a special professional train- 
ing on scientific lines?” 

It would be of the greatest advan- 
tage both to individual and social in- 
surance, to private insurance as well 
as that issued ‘by government and 
public bodies, if those engaged in 
either of these groups knew more of 
each other, because that would lead 
to a better mutual understanding be- 
tween them and undoubtedly be of 
benefit to the practical business end 
of all groups of insurance. 

QO 
HAT is needed now more than 
ever before is to have the 
masses of the people widely enlight- 
ened regarding the nature and im- 
portance of the underwriting profes- 
sion, since such a campaign would 
result in raising the profession in the 
esteem of the public, of the Press, and 











especially also among writers of what 
is known as polite literature. 


It is a strictly logical phenomenon 
that the great majority of practical 
insurance men should note, and em- 
phasize far more what separates, dis- 
tinguishes and differentiates the indi- 
vidual activities and forms of insur- 
ance, than they do their connecting 
and unifying features and points of 
similarity. For, the view of most of 
these men is confined to but a single 
definite form or kind, which stands 
before them clear and impressive day 
in and day out, while the other forms 
of insurance are either entirely un- 
known or at least less familiar to 
them. 


It was a wholly new departure, no 
matter whether revolutionary or evo- 
lutionary, when, 32 years ago, some 
eminent men of the practice together 
with some academic lecturers on in- 
surance created the German Society 
for Insurance Science in Berlin and 
entitled its periodical as one for the 
entire insurance science. This word 
“entire” means that the society, its 
periodical and other publications, its 
library, and all its other institutions 
are to and do comprise: 

All scientific fields of insurance knowl- 
edge. 

All cultural fields containing insurance. 

All business fields devoted to insurance. 

It has to be unhesitatingly admitted 
that a man appointed to work all his 
life in the service of one branch of 
insurance of one company in one 
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country, no matter how efficient he 
may be, is bound to get the impres- 
sion that any one believing he can 
comprehend all the forms of all in- 
surance branches of all companies is 
simply chasing rainbows. As a mat- 
ter of course, no one will ever be 
able within the short span of his life 
to attain such an ideal state of con- 
solidated knowledge. The only thing 
that matters in this connection is the 
tendency, the plan, the goal of en- 
deavor. 
Qa 

UCH endeavor on the part of an 

official as above alluded to is reg- 
ularly spent in the service for the 
narrow special object of his com- 
pany. The true representative of the 
entire insurance science, however, is 
“built” very differently. The more 
completely he accomplishes his object, 
the less will he prove equal to the 
performance of the specialized duties 
of the other man, and the less will 
he be able to come anywhere near the 
consummate skill which every su- 
perior insurance official must and does 
exhibit in attending to his daily rou- 
tine work. 

Hence the theoretical student of 
the entire insurance science must be 
prepared to meet and calmly put up 
with the everlasting criticism that, 
from an individual company’s point 
of view, he knows far less of, and is 
far less useful for, the practical in- 
surance business than any well-versed 
specialist of an individual company. 
But then, the former has no intention 
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whatever of replacing or supplanting 
the latter; all he wants is to increase 
and enhance his knowledge and ob- 
tain recognition of his own point of 
view. 

Now, quite naturally, the view of 
insurance as seen by the practical spe- 
cialist is wholly different from the 
one it presents to the universal con- 
templation of the theoretical student. 
These two views are as different from 
each other as two photographs of an 
object, one taken on the same plane, 
the other from an airplane. Hence 
there is, figuratively speaking, a 
bird’s-eye view of insurance and an- 
other from the immediate neighbor- 
hood, and both ways of looking at 
it appear to be justified. Neither 
method, however, can replace the 
other, nor should either of them try 
to supplant the other or deny its im- 
portance. 

It would lead us beyond the scope 
of this article were we to enter upon 
a discussion of the elementary in- 
struction in the insurance profession, 
the problem of introducing insurance 
in the public schools, the continuation 
courses of insurance instruction for 
apprentices, and similar schemes in 
various countries. Considerable pro- 
gress has been made in this respect 
during the past few years, due to the 
fact that in some quarters at least 
people have come to realize that sys- 
tematic instruction in insurance mat- 
ters, even if it be primitive, is an in- 

(Continued on Page 27) 
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Fall and Winter Styles in Stock 


Insurance Propaganda 


DVERTISEMENTS in newspapers and magazines 
A reveal charming new fashions designed to seduce 

wary dollars from tight pocketbooks. In general, 
there is ample room for Mae West curves, skirts are of 
concealing length, bodices are high but in many cases 
dresses have little or no backing. Colors here and there 
are startlingly vivid but always attractive, with contrast- 
ing buttons, doodads and furbelows distributed cun- 
ningly in unexpected places. Hats are small but ex- 
quisitely shaped, set at fetching angles and sometimes 
sprouting what appear to be incipient horns. Garments 
are well trimmed, a feature being the sudden peeking 
forth of small areas of brilliant hues as if revealing that 
garments are insidiously lined with exotic scarlet or 
mysterious shades of blue. 

Looking over the fall offerings in stock insurance com- 
pany propaganda, we find the style arbiters of that 
thriving industry following a similar plan. To be sure 
there is nothing new in evidence but the old-fashioned 
hoakum has been given a new-fashioned quirk. Much 
the same material is being used as was in vogue during 
the carpetbag period following the Civil War, but 
pamphlets, speeches, booklets and magazine articles are 
revamped into a modern appearance by the adroit use of 
sundry artifices. 


« <= 


SoS 
NE of the most intriguing of the stock propaganda 
foundation garments is the “bankruptcy-for-cer- 
tain assessment liability” style. As usual, this is cut out 
of whole cloth so thin as easily to be seen through if 
looked at closely but, viewed at a little distance, has a 
way of its own in deceiving the observer. Designers 
have gone the limit in embellishing this plain material 
with curious old court decisions and exploded theories 
which give the whole ensemble a quaint antique charac- 
ter. Sands v. Boutwell, a legal folderol of 1863, is a 
prominent item of decoration and Shubrick v. Fischer, 
an ornament which is frankly out of place, occupies a 
strategic position. Krugh v. Lycoming Fire Insurance 
Company also shows up in some models which have 
gone back to the pantalette days for their inspiration. 
Communistic red flares up with sinister but fascinat- 
ing effect in blouses said to have come from the Stalin 
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style laboratories of the Third Internationale. Each 
blouse is accompanied by a printed pamphlet explaining 
that anyone who buys anything outside of his own home 
town is a Socialist, a Bolshevik and waver of the flag of 
sanguinary revolt. Further, the blousey argument pro- 
ceeds to lambast the mutuals and thus make itself as 
ridiculous as this bizarre style itself. 

The backless vogue is represented by the “Thirty- 
four States Ban Mutual Insurance” type of propaganda 
gown. Curiously enough, this featured item is not only 
backless but spineless, since there is nothing to support 
it at either end. Efforts have been put forth to make 
a market for this triumph of stock company imagina- 
tion by attributing its origin to attorneys general, but 
these worthy gentlemen have consistently preferred the 
mutual product which is not so sleazy and is sewed up 
with stout legal thread. Either by accident or studied 
inadvertence the beautiful school property trimming 
which came out in Erie, Pennsylvania in 1929, is omit- 
ted by the stock designers. 

The “nonacceptance of mutual policies as collateral 
for mortgages” ruffle is being given quite a play and a 
considerable amount of this line is being sold because of 
the necessity of supporting brothers-in-law, sons-in-law, 
nephews and miscellaneous relatives by certain money- 
lending companies who think a touch of nepotism in the 
propaganda lining will not be noticed. 

Some of the chief exponents of this style go so far 
as virtually to place an extra 15 to 25% charge for sup- 
posed stock company superiority but there is a great 
deal of sales resistance to the idea by the policyholder 
and this old wrinkle is rapidly being ironed out. 

Boycott rhinestones are being very little used for 1933- 
34 following the public’s very strong reaction against 
this medieval monstrosity which tribes of head hunters 
in and near Hartford, Connecticut, attempted to foist 
on the people of the United States a few years ago. An 
occasional Bennettesque costume of this outlandish kind 
is still being worn in the backward districts, but the mod- 
erns everywhere laugh long and heartily at such bar- 
baric displays. 

oOo 

HE only real new note in the stock propaganda style 

books of the moment is one which originated in the 
recesses of the agents’ association in Louisiana. Here 
a certain group, which wished to have their propaganda 
cut to minute specifications, engaged a specialist, appar- 
ently to gaze into a crystal and take a dream style from 
the thin air. The resulting mode is very simple, falls in 
direct, straight lines and is fashioned of gauzy illusion. 
The creation is called the “mortgagee-liable-for-every- 
thing” formal and was sponsored by a firm of attorneys 
who allowed for not even one shoulder strap of court 
opinion to hold up this daringly conceived wisp-of-noth- 
ing decollete. An amusing development of this master- 
piece is that stock company modistes have recently tried 
to add a pneumatic pad known as a “supreme-court- 
decision” bustle as a fetching eye catcher. The device 
has not met with success since it is too soon deflated 
when exposed to the light. 

Of the posies which are used to adorn stock propa- 
ganda sirens this year there is none so cunning as the 
dandelion corsage neatly tied with a ribbon that bears 
the inscription “1776 mutual failures.” The saffron hue 
of this bouquet has the unfortunate characteristic of 
casting back a similar color on the wearer, and a com- 
peting design evolved by the mutual research depart- 
ment and displaying time-tried non-fading colors puts 
the stock creation in the shade by proving to the con- 
trary that the stock dandelion has gone 74.44% to seed. 


Other incidentals which might be mentioned are the 
(Continued on Page 18) 
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Life-Lights Against a Business Background 
Sharpening the Point of an Old Refrain 


N the day before Thanksgiving I 

was struck with the disturbing, 

if not guilty, thought that my 
Life Lights article for December was 
due, or overdue. But realizing that 
even editors took time out for such 
occasions as family reunions around 
the white meat and drumsticks, I 
gave myself an extra day before 
starting in to produce the “copy”. 
Thus I had at least twenty-four hours 
to think up a theme for the piece, and 
after the turkey had been cared for 
as turkey should be when served with 
cranberry sauce and savory dressing, 
I invited a mood of reflection. 

December, of course, suggested 
Christmas. In a December article one 
ought to say something about the un- 
iversal festival. That was obviously 
proper. Less obvious was the pos- 
sibility of saying anything that had 
not been said already, and, probably, 
better said. The longer my mind 
hunted for a new note to strike, or 
even a new way of striking a fami- 
liar note, the more convinced I be- 
came that the search was _ hopless. 
Indeed conviction grew that an effort 
to be original about Christmas bord- 
ered on impertinence. In the range of 
my reading I could recall articles 
which had treated the theme seri- 
ously, facetiously, sceptically, roman- 
tically, statistically and fantastically. 
In my dilemma I reached for the 
telephone and asked my old acquaint- 
ance the Fireside Philosopher, if I 
might drop in and chat with him 
awhile. His customary amiability 
made me cordially welcome. 

Seated presently in his study, 
where a smoldering log on the hearth 
competed with the tempered chill of 
November, I posed my problem. 

“Son,” said he, out of the depth 
of his kindly wisdom, “In all your 
writing life you probably have never 
written an original line— that is to 
say in the sense of communicating 
an original idea—so why worry about 
originality now? If you could evolve 
a new idea in all likelihood it would 
be a foolish one, and better not writ- 
ten—and that goes for others more 
famous than yourself.” 

“There is comfort, if not compli- 
ment, in what you say,” I answered. 
“But can you not help me to re- 
sharpen the point of some old idea, 
that, through long familiarity, may 
have become dull?” 


By S. J. DUNCAN-CLARK 


The old man picked up a poker 
that may have been new in his in- 
fancy, and prodded the log into a 
shower of sparks. A few tongues of 
amber flame arose from it. He 
watched them writhe. He watched 
the blue white smoke ascending the 
flue. Then he leaned back in his easy 
chair, lifted his spectacles from his 
nose, laid them on an open book be- 
side him. 


“T have been spending the after- 
noon with Epictetus,” he said. “His 
wisdom often fits my humor. When 
you telephoned I had just read his 
saying that ‘There is nothing good 
or evil, save in the will.” It might be 
as promising a starting point as any. 
It reminds us that for centuries we 
have been talking at this season about 
goodwill, and that the Christmas 
story has embodied it eternally in a 
refrain.” 

“Peace on earth, goodwill among 
men,” I quoted glibly. 

“Yes, every child knows it by rote, 
as you do,” he continued. “It has 
become a commonplace through vain 
repetition, but not a common prac- 
tice, unhappily. There is another 
version of the ancient line that I think 
should be emphasized more often. It 
is a good thing sometimes to change 
the order of too familiar words, so 
that we may be jolted by change into 
fresh consideration of their signific- 
ance. I am told that Greek scholars 
say the phrase can be translated to 
read ‘Peace on earth among men of 
goodwill.’ ” 


“That does put another slant on 
an old theme,” I admitted. 


“Yes,” he said. “For me it makes 
the threadworn refrain much more 
than charming sentiment. To use the 
language of you younger persons, it 
puts a punch into it—an ethical 
punch. It lifts the idea of goodwill 
into the important status of an active 
agent in promoting human happiness. 
The scholars further tell us that the 
word translated, “peace” means more 
than mere tranquility. It carries the 
idea of perfect wellbeing for the in- 
dividual and society. The approxi- 
mation of that ideal is possible only 
among men of goodwill. 


“There is in that thought a caution 
for us against seeking by compulsion 
what can be had only by choice. Well- 


being is not to be imposed by external 
authority; it must be evolved from 
within by exercise of the will toward 
the goal of what is good. Laws can- 
not establish goodwill in the hearts 
of men. The most they can be ex- 
pected to do is to make it easier for 
goodwill to function effectively. 


“We have been too sentimental 
about goodwill. We have treated it 
as a sort of emotional expression, 
provoked by seasons and occasions— 
a spasmodic kindliness and generos- 
ity. We have almost made it a 
synonym for cheerfulness and jovial- 
ity. But the goodwill that is to bring 
social wellbeing must be the result of 
deliberate and even stern self-disci- 
pline. 

“Tt must come from a determined 
purpose to be both just and generous 
to others to competitors no less than 
to cooperators, to family, to neigh- 
bors, to those we employ as well as to 
those who employ us. It must learns 
to rejoice in the earned success of an- 
other. It must divest itself of block- 
ing prejudices. Epictetus was pro- 
foundly right when he said “There 
is nothing good or evil, save in the 
will.” Changing laws, or changing 
environment cannot solve our pro- 
blems. Man must train himself to 
think and will what is good if he 
would have peace in his own life, and 
be at peace with his fellows.” 


And so I had my theme, and the 
editor got his article at the promised 
hour. Nothing original in it, I admit, 
but perhaps the Christmas carols may 
have deeper meaning for some of us 
because of my Wise friend’s effort to 
sharpen the point of the 2,000 year 
old refrain. 


Superintendent of Insane Asylum: 
“Did you get those five men that es- 
caped?” : ; 

Guard: “Five? We got thirteen!” 

—“Judge.” 


Inhaling the Chowder 
She (dining): “Seems to me we don’t 
hear so much jazz in the restaurants.” 
He: “No, and as a consequence we 
hear more soup.”—Boston Transcript. 


Where Do We Go From Here? 

A detour is something a motorist 
takes when he sees one truck trying to 
pass another coming toward him. 

—Judge. 








Editorial 


(Continued from Page 16) 


usual imported coverages, which are 
of quite good quality in many cases, 
but little advertised because the Amer- 
ican public is at present just a trifle 
shy of goods from Shanghai, Tokio, 
Paris, the British Isles, Zurich, Berlin 
and Australia. Also little emphasis is 
being put on pointing with pride to 
certain stock companies which were 
previously regarded as the glorified 
black-eyed Susans of the insurance 
garden, because, alas, the petals of 
capital and surplus have disappeared 
and the black eyes only remain. 

We miss the work of the former 
old masters, particularly that of the 
veteran designer of spectacular pro- 
stock flapdoodle, Edson S. Lott, who 
had a flair for mixing the convention- 
al with modernistic circles, cubes and 
parabolas in such a way as to mark 
him a distinct stylist in this field. He 
is resting now on hard won laurels, 
having passed down the mantle which 


JourNAL oF AMERICAN INSURANCE 


he used to share with the Secret Com- 
mittee on Public Education, to this 
latter institution for the constructing 
of anti-mutual phrases. Mr. C. W. 
Pierce has of late been making some 
bids for attention as a leader of stock 
propaganda fashions but, as yet, has 
not achieved the brilliance of former 
detractors of the mutuals, because of 
an innate sense “of restraint which 
prevents him from using the violence 
of color employed by the earlier 
strategists to enhance the effect of 
elaborate festoonings of baloney. 

Mr. Pierce, along with Wellington 
Potter and several other lesser lights 
in the business, have had the embar- 
rassing experience of seeing insur- 
ance trade pass by and enter the less 
gaudy and more conservative mutual 
shops, and there are some who pre- 
dict that stock fire and casualty styles 
will eventually, if not shortly, catch 
up with the trend of the times, as 
did life insurance some twenty-five 
years ago, and make mutual patterns 
the standard. 


Security Valuation Formula Adopted 
for 1933 Statements 


HE National Convention of In- 
surance Commissioners in adopt- 
ing the security valuation formula for 
the 1933 statements decided to allow 
the use of the average of convention 
values (June 30, 1931) and market 
quotations on November 1, 1933. 
The committee on valuations met 
on December 4th at New York fol- 
lowing a session of the sub-committee 
that had been considering the subject 
for some time. A resolution setting 
out the position of the convention was 
then adopted as 3 follows : 


66 HERE AS, since the inquiry con- 
ducted last year by the National 

Convention of Insurance Commissioners 
as to whether market price quotations of 
stocks and bonds on .any particular day 
are indicative of the fair market value 
of such securities, exceptional price fluctu- 
ations on such securities on the exchanges 
have continued; and 

“Whereas, close study of the range of 
markets over various periods, together 
with various tests as to the range of 
markets in times of prosperity and depres- 
sion alike up to and including December 
1, 1933, leads to the conclusion that real 
value of securities cannot be definitely 
determined by the market price quotations 
of stocks and bonds on any particular day, 
and that the convention values of 1932, 
adjusted to reflect the influence of market 
price quotations of 1933 in the degree 
hereinafter provided, are indicative of a 
fair market value of securities for inven- 
torv purposes at the present time; and 

“Whereas, the trend of the markets in- 
dicates that over a period of time normal 
market conditions may reasonably be an- 
ticipated in which there will be willing 
sellers and willing and able buyers in a 
free, rather than a forced, market; 


“Resolved, that the committee on valu- 
ation of securities of the National Con- 
vention of Insurance Commissioners is of 
the opinion that the following basis of 
valuing stocks and bonds reflects fair 
market value for the inventory as of De- 
cember 31, 1933, and recommends _ that 
— be adopted as convention values for 

“1. Stocks and bonds other than bonds 
of Governments, States and political sub- 
divisions thereof, should be valued at the 
average of convention values used for an- 
nual statements as of December 31, 1932, 
and market quotations of November 1, 
1933, except as hereinafter provided. 

“2. Bonds amply secured and not in de- 
fault should be valued on an amortized 
basis wherever permitted by law. 

“3. All bonds of Governments, ‘States 
and political subdivisions thereof should 
be valued at the convention talues used for 
annual statements as of December 31, 1932, 
except that where such bonds shall have 
been in default for a period longer than 
one year prior to November 1, 1933, the 
values to be used should be the conven- 
tion values used for annual statements as 
of December 31, 1932, less 30 per cent of 
the difference between such values and the 
— price quotations on November 1, 

“4. The committee on valuation of se- 
curities is authorized to modify the fore- 
going formula in cases where circum- 
stances warrant. 

“5. Bonds and sto¢éks purchased, other 
than by exchange, since June 30, 1931, shall 
be valued at the market price quoted on 
November 1, 1933. 

IS 


SET URTHER resolved, That the cost 

or book value of stocks, whichever 
is lower in the aggregate, held by life 
insurance companies as of November 1, 
1933, may be used in the aggregate as the 
fair.market value of such stocks, provided 
the income received by such companies on 





such stocks during each of the five years 
preceding the date of valuation shall have 
been at the rate sufficient to meet the in- 
terest required to maintain policy reserves 
and other policy obligations; and provided 
further that the net investment income 
received by such companies on their ledger 
assets shall not have been less than re- 
quired to maintain the reserve. This shall 
not apply to stocks of corporations in re- 
ceivership or similar status. Cost as used 
herein shall be held to include stocks re- 
ceived as exchanges or rights received as 
dividends or otherwise at not to exceed 
the market value quoted on the date ac- 
quired. 

“Further resolved, That in cases where 
the condition of insurance companies may 
require the immediate disposition of se- 
curities, it is the opinion of this committee 
that the discretion of the State supervisory 
officials of insurance should be exercised 
to vary the general formula, herein set 
forth, so as to adopt prices reflected by the 
exchanges. 

“Further resolved, That in the opinion 
of the committee on valuation companies 
should be urged to maintain a reserve for 
contingencies to provide for fluctuations in 
the market price quotations of stocks and 
bonds not subject to amortization.” 


Canadian Hail MEMBER com- 
Experience panies of the Cana- 
Favorable dian Hail Under- 
writers Association 
report that operations during 1933 
were favorable, the loss ratios for the 
three prairie provinces being 47.77%, 
compared with 35.67% in 1932 and 
80.99% in 1931. Combined premiums 
were $308,783 divided as follows: 
Manitoba—$34,208 : 
Saskatchewan—$177,264 ; 
Alberta—$97,310 
Contrary to the experience of most 
former years there was a very favor- 
able experience in the Province of Al- 
berta. In Manitoba the experience 
was much less favorable than for any 
vears since 1922 and 1921. Premiums 
in Alberta were $97,310, and losses 
of $18,776, the loss ratio being 
19.29%. Premiums in Saskatchewan 
totaled $177,264 and losses $105,161, 
the loss ratio being 59.32%. Mani- 
toba premiums aggregated $34,209 
and losses $23,593, or a loss ratio of 
68.96%. 


Refuse to Pay 
Auto Scorch 


Claim 


THE National Au- 
tomobile Under- 
writers Association 
has recommended 
that liability for scorch claims be 
denied. The action is similar to that 
taken by the National Board some 
time ago in respect to the general 
fire field. 

It is stated that as a result of the 
agitation against paying  cigaret 
and scorch claims, the companies 
are receiving far fewer requests 
for payment. Automobile scorch 


claims have been numerous due to 
the scattering of cigar and cigaret 
sparks in the wind and the bounding 
back into the car of stubs which have 
been flicked through the window. 
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Methods of Farmers’ Mutuals 


Discussing Practices Which Make for Stability and the 
Necessity of a Sound Financtal Structure 


ECAUSE farm mutual assess- 
B ment insurance companies do 

not issue their policies as paid 
up for any stipulated period, no legal 
reserve requirements are imposed 
upon them by law. Such a company 
may have issued its policies for a 
number of millions of insurance with 
expiration dates scattered over a 
period of five or more years. There 
may be little in its treasury, yet it 
may be safe and solvent. Even with 
a substantial amount of debt it may 
still be entirely solvent by reason of 
the agreement of its members to re- 
spond to assessments, each for his 
prorata share of losses and expenses 
incurred by the company. In con- 
nection with wheat and other com- 
modities we speak of the ‘‘visible 
supply’’ by which we mean the 
amount reported for larger terminal 
elevators and storage places including 
domestic cargoes afloat. By inference 
the rest of the wheat in the country 
constitutes an invisible supply. Fol- 
lowing out this analogy we may speak 
of the resources of an assessment 
company in large measure at least as 
being invisible resources. This does 
not mean that under normal circum- 
stances they are unreal or fictitious 
any more than the wheat still in local 
elevators or on the farms is unreal 
or fictitious. 

Without any visible wheat supply, 
however, many persons accustomed 
to such a supply would no doubt be- 
come uneasy. To a certain extent 
such uneasiness might be justified, 
notwithstanding the extent of the in- 
visible supply, on the ground that the 
ready sources of immediate delivery 
in substantial quantity would be lack- 
ing. In a similar manner many al- 
ways “view with alarm” (as the tra- 
ditional minority politician has long 
been in the habit of doing) a situa- 
tion of complete lack of visible assets 
on the part of a farm assessment mu- 
tual. Nor is this feeling in all cases 
and under all circumstances ground- 
less. Much depends upon the sound- 
ness with which the company has 
been built in other respects, the loyal- 
ty and the economic condition of its 
membership, and the efficiency with 
which it applies the methods and 
practices that it is pursuing. 


Part Il. Surplus or Reserves 
By V. N. VALGREN 


Washington, D. C. 


EGARDLESS of the volume 

and dependability of the invis- 
ible resources of a farm assessment 
mutual, represented by a legal right 
to assess and collect prorata from its 
members and policy holders such 
sums as are required to meet losses 
and expenses of operation, a reason- 
able amount of visible resources in 
the form of surplus or reserves on 
hand, enhances the outward appear- 
ance and adds to the stability of such 
mutual. It inspires added respect and 





confidence among outside individuals 
and firms whose interests bring them 
in touch with the company, and also 
among its members and prospective 
members. The presence of a surplus 
or reserve is the most acceptable evi- 
dence that the company is not only 
willing and able, but ready, to take 
care of those among its members that 
may suffer losses covered by its poli- 
cies. It tends to disarm those inclined 
to criticize and disparage and to 
arouse an added pride in the com- 
pany on the part of its friends and 
supporters, 


If the desirability of a surplus or 
reserve for an assessment mutual is 


a 


Farm Property Is Particularly Liable to Windstorm Damage. 
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conceded, and an increasing majority 
of those connected with such mutuals 
do concede it, the next question is 
the size of such fund to be aimed at 
in levying assessments. To this ques- 
tion many would reply “the larger 
the better.” This answer may be cor- 
rect if we think of the company as 
an entity distinct from the individual 
members who compose it. When we 
consider the members we are likely 
to qualify this conclusion. A large 
surplus on hand in a company’s treas- 
ury is hardly more conclusive of 
maximum service to the membership 
than a national treasury filled with 
gold is a conclusive evidence of good 
government. 


Something depends, of course, on 
how the surplus is built up—whether 
by small allowances in moderate as- 
sessments covering losses held well 
in check by conservative and efficient 
underwriting practices, or by more 
burdensome additions to assessments 
that first of all cover heavy losses and 
expenses resulting from careless and 
shortsighted methods and practices. 
Regardless of how the surplus fund 
is built up, however, it is difficult to 
justify a very large surplus relative 
to the volume of risks in a typical 
farm mutual assessment company that 
limits itself to segregated farm risks 
and insures against fire only. Such 
companies, which by number consti- 
tute by far the largest group of farm 
mutuals, are exposed to no conflagra- 
tion hazard or anything correspond- 
ing to such a hazard, except in cer- 
tain limited areas where extensive 
forest or grass fires are a possibility. 
In more typical farming territory a 
fire on one farmstead endangers no 
property on another farmstead. Fur- 
thermore in most parts of the coun- 
try the farm buildings, or in any case 
the dwelling and the barn are suffi- 
ciently separated, so that one may be 
lost without very serious danger to 
the other. 


EM ay 


NDER these circumstances the 

law of average can be relied 
upon to keep losses within reasonable 
limits in relation to the risks in force, 
provided a substantial number of 
risks are carried, and provided the 
company does not carelessly tempt 
the burning for profit by lax stand- 
ards of membership and of amounts 
of insurance permitted. Uniformity 
in costs can and should be further 
promoted by holding the liability on 
all individual risks to a moderate 
amount in relation to the total as- 
sessable risks on the company’s books. 
This means that the company of av- 
erage size or smaller, in order to care 
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for the full amount of insurance 
needed by certain members, must 
either avail itself of reinsurance facil- 
ities or it must cooperate with some 
adjoining company in writing joint or 
concurrent insurance. By either or 
both of these methods it can care for 
even the larger farm risks in its ter- 
ritory without exposing itself to a 
very burdensome loss from a single 
fire. 

It should be readily apparent that 
the standard of one year’s cost on 
hand prior to the annual assessment, 
that has often been suggested as a 
reasonable surplus for a farm mutual 
assessment company that writes fire 
insurance only, is not equally ade- 
quate for companies with different 
volumes of insurance in force. In the 
case of the very small mutual with 
a few hundred thousand insurance in 
force the annual [osses are normally 
less than the insurance represented 
by one of its larger risks. Yet that 
such a mutual may in some year 
suffer losses equal to two or even 
three risks is no very remote possi- 
bility. As the volume of risks carried 
by the company becomes larger the 
variation in the annual losses suffered 
becomes less and less pronounced. 


That the losses of a very small 
farm mutual in a given year reach 
a sum two or three times as large as 
in other years, occasions no surprise. 
In certain years, as experience shows, 
the losses of such a mutual are en- 
tirely nominal if not completely ab- 
sent. An average annual loss rate of 
20 cents per $100 of insurance means, 
of course, that on the average only 
one risk per year is lost out of each 
500 risks insured. But this does not 
mean that for a company with 500 
separate risks there will be one and 
only one loss each year. 


Given a reasonabl¢ base, however, 
the law of average does assert itself. 
For the fire losses of a ten million 
dollar farm mutual in a given year 
to amount to twice the usual annual 
losses, is a decidedly remote possibil- 
ity assuming that the company is so 
operated that it does not invite willful 
losses in a time of economic stress. 
For the fire losses of a farm mutual 
company with twenty millions or 
more of segregated farm risks on its 
books to amount to double the usual 
annual losses, from what may be 
called normal or accidental causes, is 
so remote a possibility that it may be 
practically disregarded. 

WOOD 
HEORETICALLY it would, of 
course, be possible for a com- 

pany with many thousand segregated 
farm risks to lose not only two or 





three times the normal number, but 
all of them, in a single year. Yet such 
a thing or anything like it has never 
happened, and we are justified in pro- 
ceeding on the assumption that it 
never will happen. An attempt to 
provide against such an occurrence 
would tend to lock up in insurance 
reserves large assets that had better 
be left in the hands of the members 
who comprise the company. 

The surplus fund aimed at should 
properly increase with the size of the 
company, but such increase need not 
be proportional to the volume of 
risks. For smaller farm assessment 
mutuals with less than a million of 
outstanding insurance, a reserve or 
surplus large enough to care for two 
or three of its larger individual risks, 
or rather its net retentions on such 
risks, may be suggested. For mutuals 
of this type with one to five millions 
at risk, two and a half to three times 
the normal annual expenditures, may 
be a reasonable goal. For such mu- 
tuals with five to ten millions at risk, 
a surplus equal to about two times 
the average annual expenditures for 
losses and operating costs, should be 
ample. For those with total risks in 
excess of ten millions, a sum equal- 
ling one year’s average outlays may 
be considered adequate to smooth out 
any unexpected increase in insurance 
costs during a given year without 
depleting the surplus fund and with- 
out making necessary any large in- 
crease in the assessment rate. These 
sums, in order to be considered as 
reserves or surplus should be on hand 
prior to the levying of the annual 
assessment which is intended normal- 
ly to take care of the next year’s cost 
of insurance. No consideration is here 
given to farm assessment companies 
that write windstorm insurance either 
alone or combined with fire insurance. 
Following any reduction in the sur- 
plus funds by reason of unusual loss- 
es in a given year, the assessment rate 
or rates should be suitably advanced 
with a view to restoring the fund in 
one, two, or at most three years. 

The surplus should, of course, be 
so handled that it will yield an in- 
come. But the first consideration 
should be the safety of the fund and 
its ready availability in case it is 
needed. This consideration outweighs 
in importance the amount of the in- 
terest income derived from such a 
fund. 

QOoOs 


OO often the officers of a local 
assessment mutual feel that loy- 
alty to the home community and to 
their friends demands that the sur- 
plus fund be all kept closely at home, 
(Continued on Page 25) 
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Officers and directors of the United Mutual Fire Insurance Company—standing, Archie 


W. Campbell, Vice-President; 


O. Edward Ringquist, Secretary; Oscar H. Simmons, Jdr., 


Treasurer; seated, S. Bruce Black, Vice-President and General Manager; Louis K. Liggett, 


President; 


Harrie M. Richmond, Vice-President; 


James C. Brady, Vice-President. 


United Mutual Fire Insurance Company 
Celebrates 25th Anniversary 


és IRE losses reported by insur- 


ance ‘buyers to our company 
are 25 per cent lower than last year 
and if past depression history is an 
accurate guide, business will improve 
materially in 1934,” said S. Bruce 
Black, vice-president and _ general 
manager of the United Mutual Fire 
Insurance Company, presiding at a 
dinner commemorating the 25th an- 
niversary of the company attended by 
directors, officers and employes at 
the Hotel Statler, Boston. 


“In past depressions it has been axio- 
matic that fire losses always increased be- 
fore the country was generally aware of 
a business crisis. Losses were always 


greatest during the lowest depths of a' 


depression and slackened off greatly be- 
fore there was any general notice of 
business improvement,” Mr. Black con- 
tinued. “Because fire losses reported by 
our policyholders this year are so much 
lower, business should continue to im- 
prove, if the past means anything in these 
times. Conditions are generally better in 
New England than in any other part of 
the country. 

“We have another sound barometer of 
economic health through increased insur- 
ance placed with us by our policyholders 
when inventories and property values in- 
crease. This has definitely occurred. We 
will write 10 per cent more business in 
1933 than we did last year, and during the 
past five months our premium writings 
have increased from 15 per cent to 20 
per cent over corresponding months last 
year. 

“Your company takes great pride in the 
fact that its premium writings, assets and 


surplus funds have increased during each 
year of the depression and that it has 
earned and paid regular dividends up to 
35 per cent to every policyholder. But it 
takes greatest pride in the fact that it has 
given steady work to every employe and 
that it now has the largest number of em- 


ployes and the largest payroll in its 
history. 
“Fire insurance has safeguarded the 


property of the nation through this de- 
pression. It has preserved the credit 
structure of the nation by providing many 
millions of dollars to finance government 
and private business enterprises. Although 
there are 2,400 mutual fire insurance com- 
panies in America, of which 35 are more 
than 100 years old, the United Mutual is 
eleventh in size.” 
Soy 

N introducing Louis K. Liggett, presi- 

dent and founder of the United Mu- 
tual, Mr. Black praised him for his ef- 
forts in organizing the company. “Co- 
operation,” said Mr. Liggett, who also 
founded the United Drug Company, “is 
the answer to the success of the United 
Mutual. Co-operation with policyholders 
through direct dealing with resulting sav- 
ings in sales costs and prompt, full settle- 
ment of losses have been the compelling 
reasons for the growth of your company. 

“When Rexall druggists found that con- 
trolled manufacturing and merchandising 
paid big dividends in drug store manage- 
ment it was only natural that they would 
turn the same principle toward their fire 
insurance buying problems. That is why 
we organized the United Mutual. 

“Since that time, of course,” Mr. Lig- 
gett said, “we have extended our service 
to selected fire insurance buyers in all 
lines of business from coast to coast. We 
had 115 policyholders in 1908. We now 
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insure more than 85,000 preferrea prop- 
erty owners who have saved the huge sum 
of $5,701,319 by placing their insurance 
direct with the United. 


“Your company is relatively young but 
in the 25 years I have served as its presi- 
dent there have been as great changes in 
the fire insurance business as there have 
been in general business practice. People 
have become insurance conscious. They 
demand unquestionable protection and in- 
stant, fair payment of losses. They have 
learned that they themselves determine 
the cost of their insurance. They know 
that it pays to prevent fires. They know 
that it pays to build or occupy modern, 
fire-resisting buildings in good localities 
rather than old-fashioned buildings in con- 
gested sections. They know that it pays 
to install effective fire prevention equip- 
ment, maintain the best fire-fighting units 
and to be good housekeepers. They know 
that they will benefit directly by shopping 
for insurance values, just as every house- 
wife knows that it pays to shop for food, 
drugs, clothing and furniture. he same 
basic business principles apply to the man- 
agement of a fire insurance company as to 
any other type of business, but there is a 
wide difference in the net cost of fire in- 
surance because there are wide differences 
in the methods of operating fire insurance 
companies. 

66 OU are not working for the United 

Mutual, you are working for its 
policyholders,” concluded Mr. Liggett. “No 
business can succeed today unless it sup- 
plies definite service and sound value to 
its customers. You have a company with 
more than $3,500,000 in assets and with a 
surplus of $1,500,000. But your greatest 
asset is the 85,000 policyholders who em- 
ploy you and your greatest opportunity 
lies in their good will, if you continue to 
work effectively for and with them.” 

Other speakers at the dinner were 
Harrie M. Richmond and Archie W. 
Campbell, vice-presidents of the 
United Mutual. Among the guests 
were James C. Brady, vice-pres.; O. 
Edward Ringquist, secretary; Oscar 
H. Simmons, Jr., treasurer, and the 
following directors: Ralph L. Alli- 
son, Marlboro; Walter S. Bucklin; 
George S. Curtis, Peabody ; Thomas 
F. Fallon; George C. Frolich; H. 


Dwight Hall; Albert E. Lerche, 
Springfield; Edward J. Murphy, 
Quincy ; Fred S. Rogers, Middle- 


Frederick A. Smith, 
Arthur J. Travis, 


town, N. Y.; 
Cambridge, oa 
Framingham. 








OCTOBER fire 
losses in the United 
States, as reported 
by the National Board of Fire Un- 
derwriters, totalled $21,465,382.00. 
This was an increase of 4.98% over 
the losses in September and was a de- 
crease of 30.16% from the losses in 
October, 1932. For the first ten 
months of 1933 the losses amounted 
to $267,817,094, a decrease of nearly 
$104,000,000 as compared with the 
corresponding period last year. 


Fire Loss 
Continues Low 
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A RECENT article 
which appeared in the 
New Outlook, entitled 
“Burn Your Own Home” has been 
widely quoted by the insurance press 
and has been soundly criticized by a 
number of fire underwriters. They 
point out that it not only gives de- 
tailed instructions as to the manner in 
which one contemplating arson should 
proceed but treats the whole matter 
as if it were a good joke on the in- 
surance company. The following quo- 
tations are from a condensed form 
of the article which appeared in the 
Reader’s Digest : 


“First of all, you take out $15,000 
or $20,000 worth of fire insurance on 
your $2,000 worth of belongings—or 
if you have a small policy already, 
treble it. Nobody will even inquire 
if you own that much property. All 
they ask is that your premium check 
clears the bank. 


Lessons 
in Arson 


“This done, you set fire to the 
place, taking care to be away at the 
movies, or visiting your Aunt Sarah 
at the proper time. If you want to 
avoid pitfalls engage one of the many 
professionals who specialize in th.s 
work. * * * In case collecting seems 
too complicated get a smart public ad- 
juster to represent you; the woods 
are full of the kind who know when 
to hold their noses, and they seem to 
have no difficulty doing business with 
the first line insurance companies. 


“To be sure, some of them slip up 
and when that happens you have civil 
or criminal litigation on your hands. 
But even then the odds are apt to be 
with you, for in many States the 
statutes covering arson are so archaic 
that an intelligent law clerk could de- 
fend you successfully. When ancient 
common law prevails, arson is defined 
as ‘burning the premises of another,’ 
leaving you free to burn your own 
house if you like. And in other lo- 
calities, the burden of proof is made 
so terrific that the crime is a difficult 
one to prosecute. 


“The valued policy law which op- 
erates in some commonwealths was 
once a safeguard for the policyholder ; 
now it has become a standing invita- 
tion to the incendiary. For no proof 
of loss is required ; the face value of 
the policy must be paid in a total loss 
fire even if that be 20 times the worth 
of the property destroyed—and the 
insurance people offer no curbs to 
the amount you may buy. 


“Why do the companies permit 
such gross over-insurance? Because, 
they say, if a man is damn fool 
enough to pay those premiums, why 
shouldn’t they take them and prove 


JOURNAL OF AMERICAN INSURANCE 


fraud when the time comes? The 
answers come thick and fast, but two 
are enough. First, the man who is 
willing to pay such premiums is not 
a fool but an obvious crook, And 
second the attempts to prove fraud 
are seldom successful. 


“In many States anybody can be 
a public adjuster if he has the proper 
letterhead. Until we have a rigid li- 
censing system for adjusters, we will 
continue to see this unofficial agent 
the chief factor in incendiary fires. 
The wayward ones could be checked 
even without such measures if the in- 
surance companies themselves would 
put up a united front. But they don’t. 
Instead, they do business with all and 
sundry; in case after case they do 
business with adjusters who have un- 
mistakable records of fraudulent 
dealings. 


“In one State a client double- 
crossed a crooked adjuster and tipped 
off the authorities. That adjuster is 
still in business. In another instance 
the adjuster’s depredations got so 
raw that he went to jail for them. 
After his release he set himself up 
as an insurance agent; and the odds 
are 10 to one that the same companies 
he defrauded are again accepting bus- 
iness from him. 


“With hundreds of such examples 
of this noble willingness to forgive 
and forget, which, incidentally, op- 
erates to the direct deprivation of 
honest insurance agents, it is clear 
that a twice burned insurance com- 
pany is never afraid of fire, or 
crooked adjusters.” 


Consider Change THERE is some 
of Auto Policy dissatisfaction in 

stock company 
circles with the reception given the 
comprehensive automobile policy 
which has been tried out during the 
past year. A number of suggestions 
have been made toward converting 
the policy into a more salable form 
and it is believed the matter will be 
considered at the meeting of the Na- 
tional Automobile Underwriters As- 
sociation Staff Committee in New 
York. 


One suggestion is the removal of 
collision coverage so that a car owner 
could buy a single policy without de- 
duction, insuring his property against 
fire, theft and miscellaneous risks at 
a cost less than if he purchased these 
coverages separately. Then he could 
buy, in a separate policy, whatever 
form of collision protection he de- 
sires. 

Another suggestion is the prepara- 
tion of a catastrophe collision form 
for owners who are willing to stand 
the cost of small collision losses them- 





selves but desire insurance against 
total or near total losses. Such a 
form would contain a deductible pro- 
vision based on the certain percentage 
of the list price of the car. Instead 
of buying collision insurance with a 
$100 or $250 deductible clause, irre- 
spective of the cost of the car, the as- 
sured would obtain a policy stating 
that all claims in excess of a specified 
percentage of the list price would be 
paid. In the event of total loss the 
assured would receive the amount of 
actual loss sustained. 


Stock Companies APPROVAL of 
Merge the proposal to 

merge the Ameri- 
can Colony, the American Merchant 
Marine and the Colonial State Fire 
Insurance Companies was voted by 
stockholders of the three companies. 
The merger is subject to the approval 
of the Superintendent of Insurance 
of the State of New York, who is 
now directing an examination of the 
three companies. 


The new company will be known 
as the American Colony Insurance 
Company and will have a capital of 
$200,000. The amount of surplus 
will not be known until the Insurance 
Department completes its examina- 
tion. David M. Milton, who has re- 
cently acquired control of the Mis- 
souri State Life, is president of the 
three companies. 


R. F. C. Buys THE Reconstruc- 


Stock in tion Finance Cor- 
Casualty poration has ap- 
Companies proved loans to fi- 


nance the purchase 
of preferred stock in the Maryland 
Casualty Company of Baltimore and 
the Standard Accident Insurance 
Company in Detroit. 


The Maryland Casualty Company 
loan was made upon the request of 
the Secretary and the Treasurer with 
the approval of President Roosevelt. 
The purchase of preferred stock in 
the company in an amount of $7,500,- 
000 is to be made on terms, condi- 
tions and with the security to be ap- 
proved by the Finance Corporation. 


Upon like request and approval 
and under the same conditions the 
Corporation is to make a loan of $3,- 
375,000 for the purchase of preferred 
stock in the Standard Accident Insur- 
ance Co. 








A subscription to the Journal of Amer- 

ican Insurance at $2.50 per year is an 

investment in good reading matter 

which any insurance man will appre- 

ciate. The address is 230 North Michi- 
gan Ave., Chicago, III. 








Supervision 
(Continued from Page 10) 


marine insurance law, which it re- 
cently followed with a detailed defi- 
nition and interpretation as to scope. 

It has approved standards of com- 
mission and field supervision cost for 
the casualty and fidelity and surety 
fields. 

It has functioned in this and other 
periods of depression to establish 
standards of sound value for the in- 
vestments of insurance companies. 


It arranges for the conduct of joint 
state examinations of insurance com- 
panies where conditions warrant. 

It maintains a spirit of comity 
among the states in the matter of ex- 
aminations, to the end that the re- 
sponsibility for examination of an in- 
surer is invariably left with the home 
state commissioner, avoiding for the 
companies the annoyance and expense 
of repeated examinations by the au- 
thorities of the various states within 
which they do business. 

DSO 

IME does not permit a detailed 

analysis of the various accomp- 
lishments of the Convention and the 
studies it has undertaken. It has the 
will and capacity to accomplish fur- 
ther benefit to the institution of in- 
surance and the public it serves, and 
it will succeed the more easily in its 
efforts if it secures the whole-hearted, 
sincere cooperation of insurance 
leaders at all times. 


All insurance supervision is not 
onerous to the business, as some are 
prone to believe. In fact, there is so 
much in supervision that the business 
has come to depend upon, that many 
would be lost without it. I’ven some 
of our most rugged individualists are 
prone to approach supervising au- 
thorities with a request that some 
condition be corrected which is doing 
them damage. This is not, however, 
an unhealthy condition, since super- 
vision needs the help and advice of 
those it supervises. It must Le borne 
in mind, however, that supervision 
will not be a “cat’s-paw” nor an “axe 
grinder” but must function in the 
public welfare. 

The element of insurance super- 
vision with which I am most directly 
concerned is that which has to do 
with premium revenue. The estab- 
lishment of premium rates and the 
conservation of those funds when re- 
ceived are the two most important 
functions of insurance companies. 

Supervision of premium rates in 
the State of New York embraces a 
multitude of functions. I will enum- 
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erate a few of them and briefly ex- 
plain the objectives of supervision in 
that field. 

The Insurance Law enjoins the 
Superintendent of Insurance to pre- 
vent unfair discrimination in the 
premium charge for insurances 
against risks of essentially the same 
hazard. Therefore, under the theory 
of that law, no insurance company 
may charge two insureds different 
premiums for protection against sub- 
stantially the same risk of loss. In- 
surance, however, is not transacted 
on the basis that all risks of loss from 
a single kind of hazard are equally 
great, regardless of physical condi- 
tion, situation and past record, It 
therefore becomes necessary to estab- 
lish what are known as classifications. 
These classifications are established 
by a grouping of risks found by ex- 
perience or considered in the judg- 
ment of the underwriters, claimsmen 
and rate makers as constituting risks 
of essentially the same hazards. The 
function of the state, in reviewing the 
analyses by which these classifications 
are created, is to determine whether 
the component parts of each rating 
classification are properly identified 
and grouped, and whether any injus- 
tice has been done in combining risks 
of dissimilar hazard or through tak- 
ing risks of similar hazard and as- 
signing part of them to one rating 
classification and part to another. 
There are times when no experience 
is available for the purpose of deter- 
mining the fairness with which this 
work has been performed. It then 
becomes necessary to rely on judg- 
ment or a study of analogous classes. 


owe 


EVERTING to the elementary 
conception of insurance as an 
accumulation of funds from an as- 
sessment against the many exposed 
to loss, for the purpose of reimburs- 
ing the relatively few who sustain 
such losses, it is easier to conceive the 
objectives of the law in its provisions 
contemplating that each shall pay his 
fair share and none shall be unduly 
favored or unreasonably burdened. 
The New York Rating Law fur- 
thermore provides that premium 
rates shall be neither excessive nor 
inadequate. The purpose of the law, 
in providing against excessive rates, 
should be quite apparent. Recent de- 
velopments in Federal administration 
furnish us with an excellent example 
of the reasoning which underlies our 
present rating law, which was 
adopted in 1922. If business men 
are forced to meet, in the matter of 
the prohibition against price fixing, 
the provisions of State and Federal 
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Anti-Trust laws, it is conceived that 
those processes will bring about a low 
and reasonable level of price to the 
purchasing public. Under the NRA 
the Federal Government now permits 
industry and business to combine for 
the fixing of prices but imposes upon 
them practically the same conditions 
that the rating laws impose upon in- 
surance. The Federal Government, 
under the Industrial Recovery Act, 
has the power to regulate the prices 
which industrial groups may estab- 
lish, 

In the insurance business we have 
had price fixing organizations for 
many years. These are known as 
rating or underwriters associations. 
In the State of New York, Legisla- 
tive inquiry has investigated the prac- 
tices of these organizations and has 
determined that the character of in- 
surance is such that conferences for 
the purpose of establishing premium 
rates and underwriting rules are es- 
sential to the sound conduct of insur- 
ance, At the same time, the insuring 
public must be protected against the 
possible evil influences of such an or- 
ganization resulting in companies ex- 
acting excessive charges for the in- 
surance they sell. 


Sow 


A the purposes underlying 
the state requirement that prem- 
iums must be adequate are the same 
purposes which underlie the Federal 
permission for business groups to es- 
tablish price levels, that is, the dis- 
covery that competition is not neces- 
sarily the life of trade and has in fact 
at times been the destruction of in- 
dustry in the waging of bitter price 
wars. 


You will see that our National 
Government has but recently enacted 
provisions applying to general busi- 
ness, which have been recognized as 
sound for the jnsurance business for 
many years. It must be granted, 
however, that the business of insur- 
ance is such that these principles and 
their soundness would inevitably be 
discovered at an earlier date than was 
possible for general business. 


Let us examine for a moment one 
other phase of the regulation of 
rates, which is probably not common- 
ly appreciated, that is, the prohibi- 
tion against an insurer cutting rates 
for some assured, broker or agent 
that it desires to favor, or from 
making a wholesale reduction in rates 
without the approval of the Superin- 
tendent of Insurance. The first of 
these must have one of two results. 
Either the loss of premium must be 
made up through an increase in the 
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charge to other assureds or through 
a reduction in the capital and surplus 
funds of the company. The whole- 
sale reduction of rates, unless war- 
ranted by a high standard of substan- 
tial experience in justification and a 
strong financial set-up, may result in 
a serious impairment of capital and 
surplus funds, 

It is not a function of capital and 
surplus funds to absorb normal losses 
of the business. These funds exist 
for the purpose of stabilizing com- 
pany existence. They may be called 
upon to absorb catastrophe losses or 
provide against shrinkage in assets ; 
they may provide against errors in 
judgment in the establishment of the 
tariff rate level, for after all, rate 
makers and underwriters, in the ex- 
ercise of their best judgment, can- 
not preconceive the conditions which 
may effect losses during the periods 
for which they establish premium 
rates. In the workmen’s compensa- 
tion and liability insurance fields it 
cannot be determined with substan- 
tial accuracy what the results have 
been for any period of insurance un- 
til considerable time has elapsed af- 
ter the conclusion of the period. 

oOo! 

HE trends of insurance super- 

vision cannot be enunciated as 
being directed toward any specific 
goal. It can, however, be said that, 
generally, the objective will be sound 
insurance in companies soundly man- 
aged for the primary welfarc of pol- 
icyholders. In the accomplishment 
of that objective, company manage- 
ments must invest the policyholders’ 
funds and the capital and surplus 
which attracts them to one institu- 
tion or another, in such a way that 
the protection and security of those 
funds is the primary consideration ; 
that there must be sufficient liquidity 
so that in a period of falling business 
or severe loss securities need not be 
sacrificed in an unfair market. Prem- 
ium rates must be maintained at a 
level sufficient to provide for reason- 
able losses and reasonable expenses, 
so that in the normal course of events 
surpluses will not be called upon to 
absorb normal underwriting losses 
nor be excessively inflated by redund- 
ant rates, The managing personnel 
of insurance companies must be on 
a high plane of honor and ethics. 
Selfish gain must be of secondary in- 
terest to the wellbeing of the institu- 
tion of insurance. 


These things will be done by the 
insurance business, or attempts will 
be made to accomplish these ideals 
through the force of legislation and 
supervision. 
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The personal equation in the insur- 
ance business today is of far greater 
importance than the number of dol- 
lars it possesses. It is the men and 
women in the business who will make 
it a greater institution for the im- 
provement of social welfare and a 
protection against poverty and disas- 
ter, or who will lead at least the pres- 
ent structure into oblivion through 
their selfish, grasping instincts, giv- 
ing rise to a new structure, for insur- 
ance will remain a part of civilization 
while private property rights are 
recognized. 

Oona 


Compensation Plan 
(Continued from Page 12) 


public should satisfy our sense of 
justice and remove the entire subject 
from the field of abstract speculations 
and futile prophecies. This principle 
of reimbursement should provide a 
stimulus for creating special reserve 
funds so that the surplus gained in 
years of prosperity will be used to as- 
sure the solvency of the carriers and 
provide means for maintaining a 
proper rate level in succeeding years 
of adversity without hoisting signals 
of distress in a plea for emergency 
legislation. 


In offering this plan as a practi- 
cal answer to a difficult question, I 
have refrained from involving the 
subject in a maze of confusing tech- 
nicalities so that the ensuing discus- 
sion may be simple, direct and free 
from mathematical subleties. I hope 
I have succeeded in this endeavor. I 
have a strong feeling that the theory 
underlying the plan is sound, even 
though its presentation in this popu- 
lar form may seem inadequate to my 
fellow-members in this Society. 








‘ 
New Jersey THE State Leg- 
Conducts islative Commis- 
Compensation sion investigating 
Inquiry workmen’s com- 


pensation recently 
heard a statement from a New Jersey 
newspaper man that more perjury 
was committed in workmen’s com- 
pensation cases than in all other cases 
in New Jersey courts, at its opening 
session. The witness was Emmett 
Crozier, a newspaper man on the 
staff of the Newark Ledger whose 
stories called attention to alleged 
abuses in workmen’s compensation in 
the State. He said that a list of pre- 
ferred attorneys to whom cases were 
assigned when an injured workman 
had no counsel was formerly in ex- 
istence, but has now been discontin- 
ued following complaints to Colonel 


Charles R. Blunt, Commissioner of 
Labor. That this list was known to 
exist was verified by Charles Silver, 
Chairman of the Essex County Bar 
Association, who said, however, that 
no member of the Association had 
been on it. Mr. Silver recommended 
the appointment of a State physician 
to handle compensation cases and also 
suggested that attorney fees be lim- 
ited. It was suggested that a fee of 
$3.00 for filing a petition would re- 
duce the number of claims, particu- 
larly if they were fakes. Mr. Crozier 
further said that while evidence was 
lacking, it was admitted that doctors 
and lawyers split fees in compensa- 
tion cases. 


Walter A. Schaefer, a general 
agent in Newark, and president of 
the Casualty Underwriters Associa- 
tion in New Jersey, told of the large 
increase in minor cases, which in his 
opinion, had been due to the suggest- 
ions of doctors and lawyers. He said 
that the executive committee of the 
association had made several recom- 
mendations to Colonel Blunt. Byron 
Conklin of the O’Gorham & Young 
Agency, Newark, stated that the New 
Jersey workmen’s compensation act 
was sound in every respect, but the 
present administration needed a 
change. He also stated that awards 
have been excessive and that a small 
group of doctors was preying upon 
petitioners in the Bureau. Edward 
C. Graff, Manager of the Newark 
office of the General Accident, sug- 
gested that a Board of doctors be 
established to eliminate the present 
ambulance chasing menace. 


A STUDY made 
by the United 
States Women’s 
Bureau shows that of women injured 
in industrial accidents the greatest 
number are in the younger age group. 


Young Workers 
Often Injured 


In Maryland over 40% of the com- 
pensation claims allowed during one 
year were for accidents to girls under 
21 years of age. This number is way 
out of proportion for the number of 
that age employed in industry, for 
census figures show less than 21% 
of employed women in Maryland to 
be under 21 years of age. In other 
states the proportion of injured un- 
der 21 years runs from 25.5% in 
Massachusetts to 37% in Georgia. 








A subscription to the Journal of Amer- 
ican Insurance makes an appreciated 
Christmas gift. $2.50 per year. 














Farm Mutuals 
(Continued from Page 20) 


—either as a deposit in a local bank 
or in some strictly local investment. 
There is something to be said for this 
attitude. Yet such local loyalty should 
not be permitted to outweigh a con- 
sideration of sound and efficient in- 
surance service to the members. To 
give such service is not only the 
primary but the sole purpose of the 
organization. With the effective 
carrying out of this purpose no minor 
sentimental considerations should be 
permitted to interfere. 


If it is found, as it often will be, 
that the company and its members 
can be served better by investing the 
surplus, or a part thereof, in high 
grade bonds of more distant corpor- 
ations, public or private, or in bonds 
of the Federal Government, the desire 
to keep the money at home should 
not prevent such investment. The 
ready convertibility into cash without 
shrinkage is usually found in greatest 
degree in larger bond issues which 
in most cases do not emanate from 
rural communities. In any case a 
bond resting upon extensive private 
enterprise, or a more distant public 
corporation has the advantage that it 
is not affected by some local eco- 
nomic adversity that may depreciate 
a local investment at the same time 
that the individual members of the 
company are affected by such adver- 
sity. 


The old saw about not putting all 
ones eggs in one basket is also well 
worth remembering in this connec- 
tion. Even though the fund may not 
be very large its disposal should 
nevertheless recognize the principle of 
reasonable diversity. This is nothing 
more than applying insurance prin- 
ciples to the management of the in- 
surance surplus. Only if the company 
and the surplus is far above the pres- 
ent average in size, should local farm 
mortgages be considered for a part 
of the fund. Real estate mortgages 
of any kind can rarely be relied upon 
for the quality of ready convertabil- 
ity into cash upon short notice with- 
out sacrifice of part of the investment. 

Orr 

GREAT many of the farm as- 

sessment mutuals have under 
the stress of depression conditions 
made special efforts to set their 
houses in good order, by reinspection 
of risks and careful adjustments in 
the insurance carried on these risks. 
The results of such work have in 
general been highly gratifying. In 
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taking these steps they have merely 
fallen into line with the more pro- 
gressive mutuals of their own group 
which have long practiced periodic 
inspection and checking of values 
as a means of eliminating needless 
physical and moral hazards. With the 
improving farm conditions which it 
may be hoped now lie ahead, it would 
be well for the farm assessment mu- 
tuals that have hitherto held to pion- 
eer methods, also to modify their 
plans and aims with reference to 
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building up visible resources in ap- 
propriate amounts. By so doing they 
will improve not only their outward 
appearance, but their ability to give 
high class service to their members. 
The cost of insurance over a period 
of years should be decreased rather 
than increased by such action. The 
temporary increase in cost involved 
in creating reasonable reserves will 
in any case be justified by the numer- 
ous advantages that such reserves 
bring to the farm assessment mutual 
and its members. 


The “Low Down” on Prevention 
By DR. H. E. KLEINSCHMIDT 


Director, Health Education, National 
Tuberculosis Association 


ta OHNSON,” I said to my fel- 
low-commuter, “here’s an ad 

that says prevention is cheaper than 

cure—do you really believe that?” 


Johnson yawned and mildly nod- 
ded agreement suspecting that I was 





trying to start an argument to while 
away the tedious trip to town. 

“Then why,” I asked, “do I and 
my American neighbors each spend 
annually $30.00 for doctors, dentists, 
quacks, hospitals, medicines and drug 
store dope and only 99 cents for 
health ?” 


“Now where did you get that fool- 
ish statistic?” he asked. 


“These figures come straight from 
a report of a committee that studied 
the costs of medical care—and they 
toiled five years to get them.” 

“Well,” he said yawning not quite 
so broadly this time, “I suppose the 
promoters of prevention don’t play 
up their goods right.” Johnson com- 
mands a sales force known all over 
the East—he slides easily into the 
habit of measuring everything in 
terms of salesmanship. 


“You see” (he was thinking out 
loud) “sickness is a kind of necessity 
—no, not sickness, nobody wants 
that, but relief from sickness. The 
baby has a colic—dad just can’t bear 
to see the little fellow double up so he 
calls a doctor pronto. Or dad him- 
self has a spell of rheumatism just at 


the busy season, so he reads the car 
cards to get a line on a good liniment. 
He doesn’t have to be sold on cure.” 

“Oh, yeah?” I inquired, “then why 
do patent medicines have to be adver- 
tised °?” 

“That’s easy—people don’t have to 
be sold on relief when something 
aches—it’s only a question as to 
which medicine they will buy—and 
the loudest calamity howler gets the 
business.” 

Luckily Dr. Preston got on at the 
next station or I’d have been in for 
another of Johnson’s monologues on 
sales resistance, buying capacity and 
appeal copy. 

“You’re the man we’re looking for 
doc,” I said. “Is prevention cheaper 
than cure ?—mind, I said cheaper, not 
better in a spiritual or metaphysical 
sense.” 

“No doubt about it—if you buy 
wisely—but it takes foresight and 
courage. Right now we have in this 
county a problem. Everybody is de- 
manding economy. The county com- 
missioners have cut and cut. So far, 
so good. But now they want to close 
up the North wing of the tuberculosis 
sanatorium.” 

“T don’t blame ’em,” said Johnson, 
“that san costs a lot of money.” 

“Tt does,” said Dr. Preston, “even 
now, after all our economies, it costs 
$1.75 a day per patient. But suppose 
we close up the wing with its 50 beds 
—what will happen? Fifty consump- 
tives will be forced to go home. Some 
will die soon. But new cases will be 
coming along just as fast. And so 
long as there’s a shortage of beds 
there will be a waiting list in this 
county.” 

“Any harm in waiting a little be- 
fore getting into the hospital?” I 
asked. 

“Great potential harm,” said the 
doctor. “Delay is what kills many a 

(Continued on Next Page) 











Prevention 
(Continued from Previous Page) 


consumptive. The sooner treatment 
is begun the better are the chances for 
a cure. Suppose I make a diagnosis 
of early tuberculosis in a youngster 
today, and he has to wait six months 
or a year before he can get the kind 
of treatment he needs. When he en- 
ters the sanatorium, he will probably 
be an advanced case and he’ll have to 
stay there years instead of months. 
Is that economy ?” 


“No, of course not, but is it, after 
all, the taxpayers obligation to pay 
for other people’s sickness ?” Johnson 
likes to put on a cold-blooded front 
though he really has a soft heart. 


“Tuberculosis always collects from 
the community in one way or an- 
other,” said the doctor. “For instance, 
a wage earner gets tuberculosis. He 
loses his job. He can’t pay his rent 
of taxes. Shortly his family is on the 
relief list—and the county pays. But 
that’s only part of the story. The real 
economy of the sanatorium is that it 
protects the rest of us who haven’t 
got tuberculosis.” 


“You’re stretching things a bit 


doc,” said Johnson, “but go on.” 
“Stretching? — Here’s how it 
works: Every case of tuberculosis 


comes from another case. Fifty con- 
sumptives not in the sanatorium 
means that there are 50 possible 
spreaders of tuberculosis germs in the 
county. They can do untold damage 
to the rest of us. Not to you and 
me personally, perhaps—but to their 
own children—to say nothing of our 
children.” 


“T see your point,” said Johnson, 
“but is there any way of estimating 
in dollars and cents how much our 
sanatorium saves us?” 


” 


“T’m a dub in arithmetic,” was the 
answer, “but figure it out yourself. 
Isn’t it obvious that it’s cheaper to 
care for one case now than for three 
or four or ten cases that might later 
develop from that case? Now I don’t 
want to exaggerate but I can take you 
to a family where a grandmother in- 
fected five members of the household 
—and that’s the common experience.” 


“That's tough,” said Johnson, “but 
how can you translate that experience 
into dollars and cents ?” 


“My head doesn’t hold figures very 
well,” Preston complained, “but I do 
remember that back in 1904 there 
were no sanatoria to speak of in this 
country. And the T.B. death rate 
was high. Now we have about 600 
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sanatoria and only one-third as many 
people die of the disease. In round 
numbers it means that about 160,000 
fewer people die from T.B. in the 
United States than would have died 
30 years ago.” 

Johnson whipped out a pencil and 
the envelope his wife gave him to 
mail. In no time he announced, 
“That gives our county of 300,000 
population a quota of 390 lives saved 
annually. Now, doc, just how much 
is a common ordinary man worth?” 

That was in my line—insurance— 
“T wouldn’t undertake to say what a 
human life is worth to the county,” 
I said, “but the actuary of our com- 
pany figures the value of a baby boy 
as $9,000. As he grows older, and 
the community invests more money in 
him, his potential value increases to 
$14,000 at age 5 and $25,000 at age 
15. By the time he’s a man he rep- 
resents real wealth.” 

“T’ll need a comptometer to figure 
it out,” said Johnson. “Anyway, I 
can see right off the bat that a man 
under the sod pays no taxes and pro. 
duces no wealth. But doc—you don’t 
mean to say that all the saving is 
credited to the sanatorium ?” 


“Sorry—of course not—the sana 
torium is just a part—health depart- 
ments, public health nurses, tuber- 
culosis associations and the rest, all 
help. But when you include all, I 
think you'll find that each dollar wise- 
ly spent to prevent tuberculosis saves 
about $10 to the taxpayer. Over and 
above that, you have still to consider 
the human values of health which 
can’t be measured with dollars. 


The conductor called the station 
where the doctor got off to see a 
patient. There were still many ques- 
tions to ask, but even suburban trains 
have a way of moving on. “Doc,” I 
said, “thanks a lot. They’ve made 
me chairman of the Christmas Seal 
Committee in my town and I was a 
little luke-warm about it last night. 
If these seals help to show people in 
a tangible way that prevention is 
cheaper, better and nobler than cure, 
I'll work my fool head off.” 


“They'll do that,” said Preston, 
“Christmas seals furnish the steam 
to keep the movement going. — 
S’long !” 








Plays a Thinking Part 


“Don’t be so noisy,” said mother to Jes- 
sie. “Why can’t you be quiet like Jim- 
mie?” 


“Oh, he’s got to be quiet,” replied Jes- 
sic. “y ou see we're playing he’s daddy 
coming home from the Elks and I’m you.” 
—Capper’s Weekly. 


California Mayor MAYOR Z. F. 
Demands Rate _Leymel of Fresno, 
Cut California has de- 

manded that the 
insurance companies reduce fire in- 
surance rates by 25% under threat of 
a drastic curtailment of the fire de- 
partment of the city. In his letter to 
the Board of Fire Underwriters of 
the Pacific the Mayor claims that the 
tax payers spend $313,466.00 out of 
a total budget of $1,118,000 for fire 
protection; that Fresno’s fire losses 
the past year have been greatly re- 
duced ; that the insurance companies 
have failed to reduce rates despite re- 
peated requests; that they do so for 
the past two years; and that unless 
the companies cut their charges for 
fire insurance in Fresno within fifteen 
days the city will drastically reduce 
the fire department’s budget. 

In answering the charges of Mayor 
Leymel, fire insurance executives de- 
clared that Fresno has a higher per 
capita loss ratio than any other city 
in California between 20,000 and 100, 
000 population, and cite National 
Board statistics to prove their point. 
They state that two years ago they 
endeavored to grant Fresno a rate 
reduction but a survey by the Nation- 
al Board of Fire Underwriters proved 
that the city’s fire loss record and fire 
protection did not justify any down- 
ward changes in rate. 


Mutual Savings DEPOSITORS 
Banks Make in Mutual Savings 
Progress Banks of the 


United States in- 
creased by 35,000 in the first six 
months of 1933, reversing the trend 
in the latter half of 1932. The total 
on July 1 was $13,303,553 within 
$100,000 of the record for all time. 

The surplus account of mutual in- 
stitutions at the end of the first half 
year reached the new peak of $1,171,- 
773,818.00, a gain of $29,660,799 for 
the period. This reserve fund pro- 
vided 12.2% surplus for every dollar 
of deposit, the highest ratio ever 
reached by mutual savings banks. 








Check Your Sobs 

A welcome caller, after many kind re- 
ceptions, plucked up his courage and asked 
his hostess why a beautiful urn in the liv- 
ing-room was always covered over. 

“Oh, it contains my husband’s ashes,” 
was the response. 

“So sorry,” replied the guest, 
no idea you were a widow.” 

“I’m not. My husband is just too stingy 
to buy ash-trays.”—Argonaut. 


“but I had 


Patient (in dentist’s chair): “Why does 
the cavity left by an extracted tooth seem 
so large when the tongue is thrust into 
it?” Dentist: “Oh, just the natural tend- 
ency of the tongue to exaggerate.”—Edi- 
phone News. 








Experiment With A SIMPLE farm 
Schedules For _ insurance schedule 
Farm Risks is being tested in 

Wisconsin by C. 
M. Park, head of the Rating Depart- 
ment. The Farm Association sug- 
gested the adoption of a schedule in 
Wisconsin for rating all farm risks 
in the hope that they could be sep- 
arated into sheep and goats and some 
adjustment made in the rates so that 
those of a high order would be 
favored. Some farm underwriters 
have been contending for a long time 
that the flat rates on farm property 
regardless of condition or desirability 
were hardly fair to the owner of 
buildings of better grade. The sched- 
ule being tested is a rather simple 
one, giving credit for improvements 
and penalties for defects. If it is 
found practicable and workable in 
Wisconsin it will undoubtedly be 
gradually introduced in other states. 


Nebraska Adopts LEE HERD- 
Marine Definition MAN, Director 

of Insurance in 
Nebraska, recently announced that 
the uniform definition and interpreta- 
tion of the insuring powers of marine 
and _ transportation underwriters, 
adopted by the National Convention 
of Insurance Commissioners, would 
be in force in that State from the 14th 
of November. 


Michigan Fund THE State Acci- 
in Difficulties dent Fund of 
Michigan, is now 
in the hands of Commissioner Gauss, 
who is attempting to straighten out 
its affairs with the powers given him 
by the last legislature. An audit re- 
vealed a deficit of $184,574 as of 
June 30. The deficit in 1932 was 
$51,583. There has been a steady de- 
cline in premium volume while 
claims paid have maintained almost 
a constant level. Premium income 
for fiscal years beginning with June 
30, 1930, was revealed as follows: 
1930—$720,482 
1931— 362,337 


1932— 368,732 
1933— 319,611 


Claims paid were: 
1930—$374,000 
1931— 361,000 
1932— 339,000 
1933— 307,000 


The actual deficit existing now ac- 
cording to the commissioner is about 
$172,000. The volume of uncollected 
accounts is considerable, but it is 
doubtful that some are collectible. 
Actual rates are being charged, the 
commissioner stated, and increased 
premium income is the chief immed- 
iate objective if an assessment on the 
membership is to be avoided. 
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Theory and Practice 
(Continued from Page 15) 


dispensable necessity for insurance 
employes. 
Os 

ESULTS of the highest order 

have been attained through a 
movement which was started by pri- 
vate initiative on the part of a large 
agents’ association in favor of the 
theoretical training for the practical 
insurance men in the United States. 
These agents have indeed created a 
veritable university of insurance (the 
American College of Life Underwrit- 
ers) and at the head of it is Professor 
Huebner of the University of Penn- 
sylvania, the best known and most 
distinguished professor of insurance 
economics in the United States. The 
courses of instruction provided there 
(extending over several years and 
mostly attended by agents) close with 
an examination, the successful candi- 
dates receiving a sort of doctor’s title 
which American insurance men are 
particularly proud to bear. 


Altogether, while studying Ameri- 
can insurance conditions on the spot, 
I was very strongly impressed with 
the fact that great importance is at- 
tached to keeping in touch with the 
universities and other colleges in the 
country, and that this is done even 
by leading underwriters who have not 
themselves had a university or col- 
legiate education. 


Abolish THE National 
Schedule Rating Council on Com- 
in Workmen's pensation Insurance 
Compensation has announced that 

schedule rating of 
workmen’s compensation and manu- 
facturing risks is to be dropped 
countrywide on December 31st. In 
all states where approval of state au- 
thorities is not required the change 
will take effect at that time and in all 
other states the Council is giving 
notice of intention to make a change. 


This action was the result of a vote 
of the executive committee and fol- 
lows earnest consideration of the 
subject by a number of years. 


States in which the action will be- 
come effective December 3lst are: 
Connecticut, Illinois, Indiana, Iowa, 
Michigan, Nebraska, Rhode Island, 
South Dakota, and in states having 
the employers liability laws: Arkan- 
sas, Florida, Mississippi and South 
Carolina. 


Schedule rating has been in effect 
almost since the inception of work- 
men’s compensation insurance, ap- 
proximately 20 years. The original 
conception was that the physical char- 
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acteristics of risks in a certain classi- 
fication would be surveyed and a 
deviation from the average rate would 
result from the presence of safe- 
guards or additional hazards. 


Sixty Day THE National Board 
Rule Under of Fire Underwriters 
Fire is trying to determine 


the present attitude of 
the companies on the sixty day rule, 
so that the executive committee can 
be guided by the expressed wishes of 
the member companies at its next 
meeting. Some of the suggestions 
for a change from the present rule, 
out, are as follows: 


1, That the limit on claims to be promptly 
paid be raised from an aggregate claim 
of $500 to an aggregate claim of 
$1,000; and 


That the National Board be used as a 
medium for considering other claims 
which might be paid promptly with 
the consent of all other interested 
companies, such cases to include the 
following: 


nh 


A. Where hardship and _ starvation 
will actually result from defer- 
ring payment. 


B. Where satisfactory evidence is 
produced that repairs to a build- 
ing insured have been completed 
prior to the expiration of the con- 
tractual or statutory period. 


C. Where property of the same in- 
sured, whether involved in the 
claim or not, is insured in whole 
or in part with companies or as- 
sociations not members of the 
National Board or those not sup- 
porting the National Board’s rec- 
ommendations as to time of loss 
payments. 


D. Losses on public, municipal, relig- 
ious, and charitable institutions, 
including hospitals. 


FE. Losses occasioned by exposure. 
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Use and occupancy claims. 


G. Where very unusual conditions 
exist which would seem to justify 
consideration, as for instance, a 
question involving a disagreement 
amongst companies as to appor- 
tionment which in no wise reflects 
on the integrity of the claimant 
but which delays the execution of 
a proof of loss. 


Part of the query reads as follows: 

“Tt will assist our company to have an 
expression of opinion from each of our 
members and in. order that all may com- 
ment on the same general questions in re- 
gard to this subject, we would appreciate 
receiving your advices on each of the 
three specific questions: 


“1. Do you favor a continuance or the 
present recommendation ? 


“2. Do you recommend a modification 
and if so, to what extent? 


“3. Do you favor the National Board’s 
acting as a medium for considering other 
claims than those to which the present or a 
modified recommendation may apply.” 
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Fire Hazard Tests With Cigarettes 


Excerpts from an Article in the 


National Fire 


Protection Association Quarterly 


By F. M. HOFFHEINS 


U. S. Bureau of Standards 


HE purpose of the tests re- 

ported herein was to develop 

a modification of cigarettes 
which would considerably reduce 
their fire hazard when discarded and 
also be acceptable to manufacturer 
and consumer, A previous study of 
this problem by the Bureau of Stand- 
ards was reported in the QuARTERLY 
of the National Fire Protection As- 
sociation, January, 1928, Vol. 21, No. 
3, page 237. The work was under- 
taken and continued to the present 
stage at the request of a member of 
the Congress and of organizations 
interested in the prevention of fire 
loss. 


The average annual fire loss for 
the five-year period 1927-31 attri- 
buted to “matches-smoking” was 
about 29 million dollars as reported 
by the Actuarial Bureau of the Na- 
tional Board of Fire Underwriters. 
This was one-seventh of the 200 mil- 
lion-dollar loss from known causes. 
The estimated total annual loss for 
the same five-year period was 470 
million dollars, which includes also 
the loss from unknown causes and an 
allowance for unreported losses. If 
losses from the given cause enter into 
the total loss to the 


same é€xtent as 
into that from known causes, the 
average annual loss attributable to 


“matches-smoking”’ 
70 millon dollars. While the loss due 
to cigarettes cannot be segregated 
from losses due to matches, cigars 
and pipes, when it is considered that 
the annual cigarette consumption is 
about a hundred billion (which 
means that on the average 190 thou- 
sand are discarded each minute), it 
will be realized that their potential 
fire hazard is not small. 


would be nearly 


Any modification of the cigarette 
acceptable for the purpose must pro- 
duce an appreciable reduction in fire 
hazard without noticeable inconveni- 
ence to the smoker and also permit 
its successful application to modern 
manufacturing processes. Tipping of 
the cigarette was selected as the most 
practical means of reducing the fire 
hazard, since it does not affect the 
burning properties of the untipped 
portion nor add appreciably to the 
cost of manufacturing. The tips 
should not impart disagreeable odor, 
smoke, taste, or discoloration and 


Publication approved by the Director of the Bu- 
reau of Standards of the U. S. Department of Com- 
merce. 


should be sufficiently noticeable to 
enable the user to readily identify the 
tipped end. Tipping with cork and 
with paper is already in use in com- 
mercially marketed brands, so that 
the application of tips to cigarettes 
can be considered practical from a 
manufacturing standpoint. 


The degree of reduction in fire 
hazard is limited by the length of tip 
that can be used. The previous study 
of the frequency of occurrence of 
cigarette butts of given lengths 
showed that the 14-inch cigarette 
butt is the one most frequently dis- 
carded and that two-thirds of the 
number observed had lengths between 
one and 14-inch. 


SSA> 


HE cigarettes used in these 

tests included five untipped, one 
cork-tipped, and one paper-tipped, 
popular fast-burning brands, and one 
untipped popular slow-burning brand. 
(Table 1.) The cork-tipped and 
glazed paper-tipped brands were in- 
troduced to determine the difference 
in fire hazard between commercial 
tipped and untipped cigarettes. 


The term “fast-burning” is here 
applied to the cigarette that will burn 
up completely without relighting 
when suspended in vertical position. 
Most of the cigarettes now on the 
market are of this type. In determin- 
ing the time of burning reported in 
Table 1, the cigarette was suspended 
vertically in still air and lighted at 
the lower end. The fyll length of the 
cigarette was 2% ‘aches, except for 
those of brand No. 8, which were 2.9 
inches long. 


Cigarette paper was used in the 
special tips applied to cigarettes for 
these tests, since it alone appeared to 
meet the requirements that are out- 


as cork, were not used as they would 
not be acceptable if smoked past the 
end of some of the longer tips. In 
trials with a number of smokers it 
was found that the cigarette paper 
tip did not introduce any inconveni- 
ence when the cigarette was smoked 
past the end of the tip, nor impart 
disagreeable smoke or odor. 


The paper for the special tips was 
obtained either from the slow-burn- 
ing manufactured cigarette No. 8 or 
from a paper sold for hand-rolled 
cigarettes. These were applied by 
hand with starch paste and either 
sealed on by pasting both edges or by 
coating the whole tip with the paste: 
the former method is referred to as 
“sealing” and the latter as “coating.” 
The paper from the slow-burning 
cigarette was applied by the latter 
method, and the other paper by both 
methods. Tips of various lengths 
were placed over the paper of the 
several brands of fast-burning cigar- 
ettes. 


Chemical analysis of a composite 
sample of paper from cigarettes of 
brands Nos. 1 to 7 indicated a content 
of inorganic filler of approximately 
17 per cent, which was composed 
mainly of calcium carbonate. Analy- 
sis of the cigarette paper used for 
tips gave nearly the same results. In 
reporting the results of tests with tip- 
ped cigarettes, this paper will be des- 
ignated as “fast-burning.” Analysis 
of the paper from brand No. 8 gave 
approximately 8 per cent inorganic 
filler, likewise largely calcium car- 
bonate. The slowburning properties 
of this type of cigarette are generally 
attributed to the lower filler content 
of this paper. 

Qos 


HE grass was of miscellaneous 

fine-blade varieties. Part of it 
was dead grass dried from the pre- 
ceding season and the rest cut grass 
dried and seasoned for one month or 
more. The blades were in general 
four or more inches long. The grass 
was packed in the pads to give an 








lined above. Other materials, such apparent density of approximately 
TABLE I. DATA ON CIGARETTES 
Apparent Time to Burn 
Brand No. Weight Density Full Length Type 
Grams G/cm.3 in. 

1 1.10 ae 16.7 Fast-burning 
2 1.09 .26 18.6 Fast-burning 
3 1.04 .25 19.8 Fast-burning 
4 1.06 By 19.8 Cork-tipped, fast-burning 
5 1.04 25 20.2 Glazed paper-tipped, fast-burning 
6 1.10 27 20.7 Fast-burning 
7 1.06 .26 21.3 Fast-burning 
8 1.07 25 + Slow-burning 














0.043 gram per cubic centimeter. The 
moisture content, as determined by 
drying at 212° F., ranged from 7 to 
9 per cent after attaining equilibrium 
at 30 to 40 per cent relative humidity, 
and about 12 per cent for 60 to 80 
per cent relative humidity. 


The other materials were samples 
of organic materials from forest 
floors: They were cut into 3 by 3- 
inch pieces and placed in the test tray 
without disarrangement of their re- 
spective layers, and were thus in the 
condition as taken from the forest 
floor with the exception of the mois- 
ture content. The latter was deter- 
mined for each sample before test 
and varied with the relative humidity 
maintained during the given test. In 
all cases the moisture content was 
between 5 and 14 per cent, thus plac- 
ing the materials as tested within the 
zones of extreme, high, and medium 
flammability, according to designa- 
tions that have been used.* No tests 
were made with a material until it 
had remained in the test room under 
a given condition of humidity and 
temperature for four or more hours. 


The various forest floor materials 
which were used in the tests are listed 
in Table 2. The organic remains 
composing the forest floor are divided 
into (1) the litter proper or loose 
débris of dead sticks, leaves, bran- 
ches, and twigs lying at the surface, 
(2) the duff or partly decomposed 
vegetable matter beneath the litter, 
and (3) the humus or thoroughly 
decomposed organic layer found be- 
tween the mineral soil and the duff. 
All of the forest materials used in 
these tests were either litter or duff 
with the exception of the disintegrat- 
ing wood. The latter, while retaining 
its original structure, had decayed to 
such extent that it had little strength 
and crumbled readily when rubbed. 


oweow 


test chamber was constructed in 

which humidity and temperature 
could be controlled. It was divided 
into three sections, the top portion 
containing refrigerating coils over 
which the incoming air was passed 
for removal of excess moisture by 
condensation. The air was then 
drawn down a metal duct across elec- 
trically heated coils to the bottom 
section, from which it rose through 
grated openings in the floor to the 
middle section, where the tests were 
conducted. 


The materials to be tested were 
placed in a metal box 3 by 2 by 2 feet, 
one side of which had a glass sliding 
window. Each end of the box had a 
circular opening 6 inches in diameter 
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fitted with a 6-inch metal pipe. One 
pipe containing a damper led to a 
rotary blower by which the air was 
exhausted through a metal duct. The 
other, which was immediately in 
front of the materials to be tested, 
opened into the test chamber. The 
suction of the blower furnished the 
wind velocity required and was meas- 
ured with an anemometer at the posi- 
tion of the pad. The relative humidity 
was measured with a sling psychrom- 
eter and controlled within varia- 
tions of less than 10 per cent relative 
humidity. The room temperature 
was maintained between 75 and 
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In the tests with grass, as in the 
previously reported tests, the cigar- 
ette was placed on a grass pad fast- 
ened to a wire screen standing at an 
angle of 45 degrees. In the tests with 
the various forest floor materials, the 
cigarette was placed on a horizontal 
pad of the material with the glow 
toward the air stream. This was 
adopted as being most representative 
of exposure conditions for such ma- 
terials. It was, however, not possible 
to obtain consistent results with the 
grass pad placed in the horizontal 
position. 


*Measuring Forest Fire Danger in Northern Idaho, 























U. S. Department of Agriculture, Mis Pi No. 
85° F, 29, p. is. . ——s 
» F 
TABLE 2. RESULTS WITH UNTIPPED CIGARETTES 
Wind Relative Igni- 

Material i Velocity Humidity Number tions Cigarettes 
Exposed Origin Mi./hr. Per Cent of Tests Per Cent and Pads 
Northern white Northeast Experiment Fast-burning ci- 

pine litter ...... Sh, Me. x... 7.5 38-48 9 100 garettes on hori- 
: zontal pads 
Hardwood litter Bartlett, N. H., Ex- 
perimental Forest 6.2 33 8 100 do 
Douglas fir duff Pacific N. W. Forest, 
5 WU GORE isaticscstiiedents 7.2 32-38 10 100 do 
Western white Priest River Branch, 
pine duff ........ SS Se 7.0 33-40 10 80 do 
Lodge pole pine Priest River Branch, 
IS ecsisvevestce RNG) ited c heen? 7.2 33-38 10 90 do 
Spruce flat duff Gale River Experi- 
mental Forest, N.H. 7.0 35-38 10 100 do 
Chaparral duff .. San Bernadino Forest 
; GA: ” Sickactoiteicsseete 72 25-50 10 90 do 
GTI cechensevere Calif. Forest Experi- 
SNE TION oceacsce senses 7.3 32-44 10 70 do 
Disintegrating Pacific N.W. Forest 
Douglas fir wood gp Se rare 7.1 33-36 10 90 do 
Average for above nine materials .......... 7.1 35 87 91 do 
Short leaf pine Southern Forest Exp’t 
Ee Sta., New Orleans 6.8 38 10 20 do 
Hardwood litter Bent Creek Experi- 
mental Forest, N.C. 4.8 32-38 9 0 do 
Long leaf pine Olustee Experimental 
pee Forest, Fla. .... 7.1 31-39 10 0 do 
Long leaf pine Olustee Experiment: il 
_ ee POrest,; - Bite. iecs-s5-+- 3.9 15-20 10 0 do 
Slash pine litter Olustee — 
FOGG, Ms acc .2-c- 7.1 34-37 10 0 do 
Loblolly pine lit- 
Eee Urania, TAs. jcccccccs 7.2 34-40 10 10 do 
ae eter ....... Bent Creek Experi- 
mental Forest, N.C. i 36-39 10 20 do 
Pine litter ....... do 6.1 17-18 10 10 do 
Pine litter - ...... do 3.6 16-22 10 70 do 
Pine litter ....... do 2.6 15-20 10 20 do 
White cedar lit- Bog Bass River, State 
CF atsoacs * Forest, .N.. J. .....:-.. 6.2 52-81 13 85 do 
do do 6.1 14-20 10 100 do 
do do 2.9 16-20 9 . 100 do 
Mature yellow Calif. Forest Experi- 
pine duff ...... SOE TU. so nloecacsses 2.5 13-20 9 22 do 
do 6.2 13-20 10 50 do 
ie eee do 6.2 58-85 21 38 do 
Western larch Priest River, Branch, 
fir duff .......... ESR sar ies 6.6 38-40 10 40 do 
do ° 6.5 17-23 10 50 do 
Redwood duff .. Calif. Forest Experi- 
eS. al 7.2 24-36 10 10 do 
Douglas fir duff Pacific N. W. Forest 6.2 46-75 18 61 do 
do Pacific N. W. Forest 6.6 33-37 10 0 Slow-burning ciga- 
rette on horizontal 
pad 4 
Disintegrating _ ‘ 
Douglasfirwood Pacific N. W. Forest 7.0 25-35 10 50 Fast-burning ci- 
PGIE sccitccsecnineee Washington, D. C. . 3.3 24-43 50 88 — on pad at 
Oey cs ce Washington, D. C. .... 3.1 37-41 50 88 Fast-burning ci- 
garette on pad at 
45° 
Grass Washington, D. C. .... 3:2 60-85 20 10 do 
Grass .... Washington, D. C. .... 1.5 32-38 10 0 do 
Grass .... Washington, D. C. .... 4.5 32-38 10 30 do 
Grass .... .. Washington, D. C. .... 6.2 37-48 10 50 do | ; 
CRUE ceaccnticies Washington, D. C. .... 3.2 30-38 20 0 Fast-burning ci- 
garette on _hori- 
zontal pad 
GUI = desicnccbadcone Washington, D. C. .... 3.0 37-45 10 0 Slow-burning ciga- 


rette on pad at 
45° 


*Full length cigarette burned to 1% inch before placing on pad. 
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The criterion for ignition in these 
tests was actual flaming of the pad. 
The time that the cigarette butt 
burned up to ignition was obtained 
and the length burned at time of igni- 
tion was estimated. The length of the 
lighted cigarette when placed on the 
pad was 1% inches, a little less than 
one-half the length of the usual cigar- 
ette. Diy 

ABLE 2 gives the results of 

tests with untipped cigarettes on 
forest materials and grass under vari- 
ous conditions of wind velocity and 
air humidity. 

The results with nine forest floor 
materials, which gave 70 per cent 
ignitions or more at 25 to 50 per cent 
relative humidity and 6 to 7% miles 
per hour wind velocity, are averaged 
for comparison with results obtained 
in tests with tipped cigarettes. Igni- 
tions were obtained in 91 per cent of 
87 tests with fast-burning cigarette 
brands. When the relative humidity 
was decreased the per cent of igni- 
tions for some of the lower-hazard 
materials increased slightly. The 
wind velocity most favorable for igni- 
tion was apparently in the range 6 to 
7% miles per hour, as measured a 
few inches above the pad. The actual 
velocity at the surface of the pad was 
probably considerably lower. 

The disintegrating wood ignited 
quite easily when powdered and even 
the mild exposure to the glowing 
portion of a slow-burning cigarette 
gave 50 per cent ignitions, where no 
ignitions were obtained with Doug- 
las fir duff or with grass. 

The results of the tests with un- 
tipped cigarettes showed that there 
was no discernible difference in the 
fire hazard of the various makes with 
the exception of the one slow-burn- 
ing variety. The results with the in- 
dividual fast-burning varieties are 
accordingly not segregated. 

The tests with grass gave a high 
percentage of ignitions for the lower 
relative humidities and wind velocity 
between 3 and 4 miles per hour, the 
latter being measured at the level of 
the center of the pad. The percent- 
age of ignitions decreased with in- 
crease in relative humidity to above 
60 per cent and with increase or 
decrease in wind velocity. The latter 
confirmed results of the previous 
tests referred to above. There was 
little difference in results when the 
full length cigarettes were lighted 
and allowed to burn to 1%-inch 
length before being placed on the pad 
and when they were cut to half length 
and applied. 


Acknowledgment is due to E. N. Munns, Chief 
of the Division of Silvics of the U. S. Department 
of Agriculture, for assistance in supplying the forest 
floor materials used in these tests. 
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A: stated above, only the forest 
floor materials which gave a high 
percentage ignition in tests with un- 
tipped cigarettes (the first nine listed 
in Table 2) were used in tests with 
tipped cigarettes. The tips were made 
of cigarette paper, applied to fast- 
burning cigarettes by hand. Some 
tests were made. with commercially 
tipped cigarettes. The tests with the 
tipped cigarettes on a given forest 
floor material were made soon after 
the comparable tests with the untip- 
ped cigarette and the same general 
range in relative humidity, tempera- 
ture, and velocity of air currents 
over the specimen were maintained. 
The results of the tests are given in 
Table 3. The portion of the length 
of the cigarette that burned decreased 
as the length of tip was increased. 
In some tests flaming occurred within 
25 seconds and in others 35 minutes 
were required. In some cases, before 
the glow in the cigarette was extin- 
guished by the tip, it started glow in 
the pad, which later resulted in flame. 


The proportion of ignitions is seen 
to decrease from 91 per cent with no 
tip to about 40 per cent with a one- 
inch tip of fast-burning cigarette 
paper. With the slow-burning cigar- 
ette paper tip 26 per cent ignitions 
were obtained. The starch paste used 
seems to have little effect on the re- 
tarding action of the tip, to judge 
from the comparison of results with 
sealed and coated tips. The commer- 
cial cork-tipped cigarette gave 90 per 
cent ignitions and the glazed paper- 
tipped, 80 per cent ignitions. This 
can be taken as comparable with what 
was obtained with one-half-inch tips 
of cigarette paper, considering pos- 
sible effects of differences in mate- 
rials on which the burning cigarettes 
were placed and the relatively few 
tests on which the results with the 
commercial tipped cigarettes are 
based. 


Summary. 

HE results with the untipped 

cigarettes of the kind that con- 
tinues to burn after being lighted, 
indicate that fires may be caused by 
them when discarded on combustible 
materials. Placed on grass and for- 
est floor materials, a draft was found 
necessary to produce flaming ignition. 
As determined at the level of the 
exposed material placed with its sur- 
face in an inclined position, and with 
the air current impinging thereon at 
an angle of 45 degrees, the range in 
air velocity most favorable for igni- 
tion was from 3 to 4 miles per hour. 
With the surface of the materials in 
a horizontal position and the speed of 
horizontal air currents measured a 
few inches above the materials, the 
range for which the highest percent- 
age of ignitions obtained with most 
of the materials was from 6 to 7% 
miles per hour. The air speed at the 
surface of the exposed materials 
would be expected to be considerably 
lower. 


Under the conditions of the test, 
with the most favorable drafts and 
with relative humidities in the range 
25 to 50 per cent, fires were caused 
on the average by nine out of ten 
lighted half-length, untipped, fast- 
burning cigarettes discarded on grass, 
forest litter, or duff. The percentage 
of cases resulting in fires increased 
somewhat with decrease in relative 
humidity. 


The fire hazard of the slow-burn- 
ing type of cigarette, in which the 
glow will not progress appreciably 
after it is discarded, was found to 
be much lower than for those of the 
type that, under similar conditions, 
continue to glow until fully con- 
sumed. 


The fire hazard of discarded 
lighted cigarettes can be decreased by 
applying tips of cigarette paper. In 
tests with half-length fast-burning 
cigarettes having tips one inch long 
of paper similar to that used on this 








TABLE 3. RESULTS WITH TIPPED CIGARETTES 
Average Length Time to 

Burne Ignition, Igni- 
Length of Total Tip Average Number tions 

Tip In. In. In. Min, of Tests Per Cent 
(a) Starch paste-sealed { .50 89 14 4.6 20 65 
fast-burning paper} .75 76 .26 oa 20 45 
tips 1.00 50 0 3.3 40 40 
(b) Starch paste-coated { .50 1.03 .28 8.3 30 73 
fast-burning paper; .75 82 7 5.9 40 62 
tips 1.00 61 36 5.4 40 38 
(c) Starch paste-coated { .50 .97 4 | 60 67 
slow-burning paper} .75 81 an 5.8 49 37 
(a) = - . 1.00 48 ee 4.0 70 26 

ommercial cork- 
tipped 50 .68 0 3.6 10 90 
(e) Commercial glazed § 

paper-tipped ? 50 1.18 43 9.9 10 80 











_ type of cigarette, four fires occurred 
on the average for every ten trials. 
With tips of the same length made 
of the paper used on slow-burning 
cigarettes, the occurrence of fire in 
the exposed materials was reduced 
to one out of four trials. 

The placing of tips on cigarettes is 
practical from the manufacturing 
standpoint and if made of cigarette 
paper, they apparently introduce little 
cause for objection on the part of 
the user, 


SSS 


Utah Insurance GOVERNOR H. 
Code Signed H. BLOOD of 

Utah has accepted 
and signed the Code of fair practices 
for insurance which was drawn up by 
the agents and Commissioner E, A. 
Smith. 

Utah is the first State in the Union 
to adopt a code of fair practices for 
the insurance business. It embraces 
all branches of insurance, including 
life, and its adoption was practically 
without opposition. 


In general the code creates a joint 
council of 13 members which will ad- 
minister its provisions. Companies 
other than life will be required to file 
their schedules of rates with the in- 
surance commissioner and such rates 
may be changed only on 15 days’ 
notice. To accept a lower rate than 
that filed will be regarded as a viola- 
tion of the code. The regulations call 
for adherence to underwriting rules, 
prohibit misrepresentation and the 
use of coercion, rebates, and define 
agents, brokers and solicitors. 

Part-time agents are to be permit- 
ted, after March 1, 1934, only in 
counties with less than 5,000 popula- 
tion. 

The council formed to enforce the 
code will be made up of three execu- 
tive committees. One, consisting of 
five members, will represent the life 
and accident and health business; 
four will represent the fire division, 
and they will include two from the 
board companies, one from the non- 
board companies and one from mu- 
tuals and reciprocals. The same will 
apply in regard to the casualty and 
surety business. Members of the 
council will be elected by the groups 
which they will represent. The ex- 
penses of the council will be main- 
tained from a charge of $1 for ap- 
plications for agent’s, broker’s or 
solicitor’s permits. 

Marine, workmen's compensation 
and malpractice insurance are except- 
ed from the provision requiring the 
filing of rates, rating plans and cov- 
erage with the commissioner of in- 
surance, 
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Chamber of THE Chamber of 
Commerce Commerce of the 
Opposes Deposit United States has 
Legislation taken a firm stand 
against legislation 
requiring insurance companies to pro- 
vide special deposits in cash for se- 
curity. The Insurance Department 
of the National Chamber has pre- 
pared a memorandum for its member 
organizations giving facts regarding 
such deposits to the end that the 
members will interest themselves in 
the legislation of their respective 
States. 
It is pointed out that if all states 
enacted such special deposit laws a 


31 


heavy and needless burden would be 
imposed upon companies doing na- 
tionwide business. Retaliatory or 
reciprocal laws and their effect in con- 
nection with such legislation is also 
dealt with in the report, as well as 
the effect upon policyholders. The 
report states : 


“Special deposit laws may cast a burden 
upon policyholders in that they necessarily 
increase the expense of carrying on the 
business of the companies. This expense 
must of necessity be reflected in the premi- 
ums charged for insurance.” 


“The enactment of a special deposit law 
by a state would probably discourage in- 
surance companies incorporated elsewhere 
from entering the state and any new com- 


A Symbol 


Yule log—symbol 
of Christmas through 
the ages. On the great 
holiday the lord of the 
manor threw wide the doors, 
and misery and squalor 
were forgotten in the cheer 
of the boar’s head and 
wassail. 
Customschange, 
but the Christ- 
mas spirit is age- 
less. Today mil- 
lions express it by 





the purchase of Christmas 
Seals—the penny stickers 
that fight tuberculosis— 
still the greatest’ public 
health problem. Your pen- 
nies will help pay for free 
clinics, nursing service, pre- 
ventoria, tuberculin testing, 
X-rays, rehabili- 
tation and other 
important work 
such as medical 
and social re- 
search. 


THE NATIONAL, STATE AND LOCAL 
TUBERCULOSIS ASSOCIATIONS 
OF THE UNITED STATES 


Buy CHRISTMAS SEALS 
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pany, with sufficient capital to operate on a 
national scale, would be discouraged from 
orgamizing within such a state because of 
the retaliatory action that would be taken 
against it by other states it would want to 
enter. lt might also result in the with- 
drawal of insurance companies from the 
state, because of the added expense and the 
fact that the volume of business they 
transact may be too small to warrant their 
meeting a larger deposit requirement. The 
inabiuty to imsure in good companies that 
might stay out of or withdraw from the 
state would be a loss to the residents of the 
state.” 

it is further stated that several 
states, including New Jersey, New 
York, Virginia and Ohio have re- 
pealed laws ot this type. 

it is declared in the report that 
there are other means available for 
sa.eguarding the interest of the pol- 
..yholders, In this connection it says: 

“There 1s vested in tne insurance depart- 
ments ot the various states the necessary 
statutory authority periodically to examine 
insurance companies, thus protecting the 
poucynoiders against the insolvency of the 
companies. If the state insurance com- 
missioner has reason to believe that the 
solvency of a company operating in his 
state is threatened, he can initiate proper 
proceedings in the exercise of his discre- 
tionary powers to ascertain the facts and 
cope with the situation as regards the com- 
pany in question.” 


Introduce A BILL has been 
Rehabilitation introduced at the 
Bill In special session of 
Maryland the Maryland legis- 


lature at the re- 
quest of William C. Walsh, State In- 
surance Commissioner, providing for 
the monified receivership of domestic 
insurance companies under certain 
conditions for the urpose of rehabili- 
tation. 

Provisions of the bill would em- 
power the commissioner to take over 
any domestic insurance company upon 
order of the Circuit Court when it 
was shown that the company was in- 
solvent, or had refused to submit its 
books for examination by the Insur- 
ance Department, or had ignored an 
order to make good impaired reserves 
or capital stock, or had attempted to 
transter its whole property without 
the consent of the Insurance Commis- 
sioner, or had ceased to transact in- 
surance business over a period of one 
year, or had been the subject of an ap- 
plication for a receivership proceed- 
ing. The bill provides in part: 

“An order to rehabilitate a domestic 
company shall direct the commissioner to 
take possession of the property of the com- 
pany and to conduct the business thereof, 
and to take such steps toward the removal 
of the causes and conditions which have 
made such proceeding necessary as the 
court may direct. If at any time the com- 
missioner shall deem that further efforts 
to rehabilitate such company will be futile, 
he mav apply to the court for a receiver 
for the purpose of liquidating the company. 
The commissioner may at any time apply 
for an order terminating the rehabilitation 
proceedings and permitting such company 
to resume possession of its property and 
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the conduct of its business. But no such 
order shall be granted except when, after 
a full hearing, the court shall determine 
that the purposes of the proceedings, have 
been fully accomplished.” 

One section of the bill provides that 
all wages or salaries due employes, 
not exceeding $300 to each employe, 
shall be paid by the commissioner as 
“rehabilitator” prior to the payment 
of other claims. And the commis- 
sioner would be empowered to sell 
property of the company, to borrow 
money and to issue notes. 


Canadian Fire W.A. GAL- 
Mutual BRAITH, secre- 
Successful retary of the Mu- 

‘ib af tual Fire Under- 


writers Association of Ontario, stated 
that the mutual companies of that 
province are not in favor of a valued 
form of policy or the establishment of 
a basis of valuation of farm buildings, 
as has been proposed. In Ontario 
there are seventy mutual companies 
and they carry about 90% of the farm 
business. Last month they adopted 
a uniform policy. Litigation between 
the companies and their policyholders 
over losses is almost unknown. Their 
application forms provide that in the 
event of total loss only 74 of the 
value of the insured property shall 
be paid by the insurance company. 


California AGENTS. and 
Underwriters companies on the 
Hail Repeal Pacific Coast look- 


ed forward with a 
great deal of eagerness to the repeal 
of prohibition since they expect to 
write additional premiums of approxi- 
mately five million.dollars covering all 
forms of protection on wines, liquors 
and beer. The insurance men point 
out that California furnishes the bulk 
of the nation’s supply of wine, which 
must be shipped great distances and 
protected, not only while in transit, 
but also in warehouses, and until it 
is placed on the shelves of the dealer. 
All over the coast many liquor stores 
are opening their doors and all of 
them will carry insurance on their 
stock. In California’s grape growing 
section the growers this season have 
received fair prices for their grapes 
and as a consequence business is re- 
viving in the rural sections. 


Auto Dealers THE National 
Code May Automobile Un- 
Affect Insurance derwriters Asso- 


ciation has issued 
a bulletin to its members noting the 
Code section of the motor vehicle re- 
tail trade code, which became oper- 
ative December 1 and which may af- 
fect insurance. The deal with the 
used car allowances and the elimina- 
tion of discounts hitherto allowed to 
underwriters. Under the regulations 
car dealers will be furnished each 
sixty days with allowances to be 


granted for each model of used cars 
and no grant to excess thereof will 


be permissible. This requirement 
would stabilize the used car market 
and effectively put an end to the 
competitive bidding previously 
indulged in. The net effect of the 
elimination of discounts will be to 
materially increase the cost of replace- 
ments and repairs by insurance com- 
panies, which heretofore have been 
allowed concessions by many dealers 
in consideration of the volume of busi- 
ness turned over to them by the un- 
derwriters. 





CHUCKLES 
Horace Greeley once said he didn’t be- 
lieve in ghosts, but was afraid of them. 
Many fathers are that way about Santa 
Claus.—Louisville Times. 


Her father: “You are going to marry 
that insignificant little fellow! Why, you 
used to say you would never marry a man 
less than six feet high.” 

Daughter: “Oh, I know, dad. But I 
decided to take off twenty per cent for 
cash.” 


“Did you give the penny to the monkey, 
dear?” 

“Yes, mama.” 

“And what did the monkey do with it?” 

“He gave it to his father, who played 
the organ.”—Christian Register. 


“What did you hear at the Opera yes- 
terday ?” 

“All sorts of things. Smith is going 
bankrupt, Mrs. Brown has dyed hair, the 
Whites are having a divorce.”—Passing 
Show. 


“And has your baby learned to talk yet?” 
“) my, yes. We're teaching him to 
keep quiet now.”—Cornwall Advertiser. 


Tom—“Was it a big wedding?” 

Tim—“Yes. I got in line twice to kiss the 
bride and nobody noticed it.”—Pennsyl- 
vania Punch Bowl. 


Customer—‘“I can not sleep at night— 
the least little sound disturbs me. I’m 
a victim of insomnia. Even a cat on our 
back fence distresses me beyond words.” 

Druggist—“This powder will be effec- 
tive.” 

Customer—“When do I take it?” 

Druggist—“You don’t. Give it to the 
cat in milk.”—Green Griffin. 


Reason Enough 
Susie—“Papa, what makes a man always 
give a woman a diamond engagement- 
ring?” 
Her Father—“The woman.”—Edinburgh 
Scotsman, 


Different Sort 

Little Edna was visiting the museum 
with her aunt. In the Egyptian room the 
child saw the desiccated remains of an 
ancient queen and asked what it was. 

“That is some one’s mummy, dear,” re- 
plied auntie. 

“Goodness!” said Edna. “I’m glad my 
mummy doesn’t look like that.”—Boston 
Transcript. 


Just So 
“Economy,” wwe heard a friend say the 
other evening, “is a way of spending money 
without getting any fun out of it.”—Boston 
Transcript. 








<6. 0 






NINE , 
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PROVIDE PROMPT EFFICIENT SERVICE 










MINNEAPOLIS. 
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POINT 









eSAN FRANCISCO 


ATLANTA 





DALLAS 
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TOTAL DIVIDENDS 
PAID POLICY HOLOERS 


$44,589,490.06 


SERVING THE NATION 
WITH DISPATCH..... 


The Federal Mutuals are organized to 


has gained an enviable reputation in 
render thorough and prompt service. 


every state in the Union. Millions of 





With department offices located at stra- 
tegic points throughout the nation, claim- 
ants are assured of prompt settlement of 
all losses. By this quick claim service 
rendered to policyholders, the Federal 





dollars in losses have been paid to 
policyholders with such promptness and 
dispatch that thousands of policyholders 
have expressed their complete satisfac- 
tion in unsolicited testimonial letters. 


Federal Hardware & Implement Mutuals 


Retail Hardware Mutual Fire Insurance Co. 
Minneapolis, Minnesota 


Hardware Dealers Mutual Fire Insurance Co. 


Stevens Point, Wisconsin 


Minnesota Implement Mutual Fire Insurance Co. 


Owatonna, Minnesota 
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CASUALTY... 
— 
Security Mutual Casualty Company 


OF CHICAGO 
Founded 1913 


FIRE... 


Lumber Mutual Fire Insurance Company 


OF BOSTON 
Founded 1895 


EXCESS UNDERWRITERS, inc. 


90 JOHN STREET $3 $3 NEW YORK 
A. SHIRLEY LADD J. P. GIBSON, JR. 
Manager, Fire Department General Manager 
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